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Crown and Commonwealth 


HE quarrels that have arisen over the Government’s British 

Nationality Bill have blown up so suddenly that they have taken 

the public very largely by surprise. The Bill was passed by the House 

of Lords (where it made its original appearance) but only after the 

Government had been twice defeated during the Committee stage. The 

Commons have given it a second reading this week, but it was evident 
from the debate that the Opposition still has doubts about it. 


The Bill’s sponsors, in both Houses of Parliament, have protested that 
it was not intended to be controversial ; it was the fruit of discussion 
among the legal experts in the United Kingdom and the Dominions, 
designed to tidy up, by agreement, a number of obscurities in the law 
of British nationality. The difficulties into which it has run are to be 
explained by two causes: first, the Commonwealth being largely held 
together by intangibles, there is a natural tendency for fierce emotions 
to be aroused by purely verbal and symbolic changes ; and secondly, 
there are some much larger issues of Commonwealth structure just below 
the surface, upon which even a purely formal Bill might be thought to 
have some bearing. The debate has been dealing partly with intangibles 
and partly with unmentionables } there is little cause for wonder that 
it has seemed to be obscure. 


It is clear that, if the term “ Commonwealth ” is to signify anything 
real, its member nations must have a special form of association different 
from the relations normally existing between independent states ; like- 
wise it is clear that all its inhabitants, as individuals, must have a common 
status distinguishing them from persons outside its borders. Hitherto 
this common status has been that of being a “ British subject.” This is 
a term which usage has established, but it has certain ambiguities. It 
is sometimes interpreted as meaning “subject of Britain,” which is 
wounding to many people in the Dominions who are proud to be 
members of the Commonwealth but are unwilling to be subjected in 
any way to the United Kingdom. Its real meaning is “ subject of the 
British King.” But this is only to transpose the ambiguity. By an Act 
of Parliament of 1927 the monarch was declared to be king “ of Great 
Britain, Ireland and the British Dominions beyond the Seas” ; he was 
also Emperor of India, but has renounced this title as part of the legisla- 
tion creating the Dominions of India and Pakistan. The King has been 
“His Britannic Majesty” ever since the Act of Union of 1707 merged 
both the Crowns and the Parliaments of England and Scotland and 
formed the political unit known as Great Britain. The King today 
reigns over Great Britain, but he also reigns over countries which have 
their own separate legislatures and ministers of the Crown. 

The King, therefore, is not, except historically and by habitual 
residence, any more the King of Britain than he is King of Canada or 
King of New Zealand ; he unites in himself the monarchies of these 
independent and co-equal countries. But unfortunately the only adjective 
that describes (or that hitherto has been used to describe) the whole group 
of countries is also the adjective that applies to one of them: the| 
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“British subject,” the exact meaning was that he was a 
subject of the monarch who was King of Canada and also King 
of each of the separate countries generally described as the 
British Commonwealth of Nations. But there is no doubt that 
in dependent territories the phrase “British subject” has 
acquired the additional meaning of being under the control and 
protection of the British nation, of being ultimately governed 
from Westminster. This meaning tends to cling to the word 
even in the older Dominions, and still more in the new Domi- 
nions, and has been one of the causes of the various movements 
for establishing distinct national citizenships, holders of which 
will also have the status of British subjects throughout the 
Commonwealth. But the passing of special nationality legisla- 
tion by one member of the Commonwealth tends to induce the 
others to follow suit, and leads to uncertainty about the exact 
meaning of the status of British subject. It was the adoption 
of a law for Canadian citizenship two years ago which raised 
this question in relations within the Commonwealth, and ulti- 
mately led to the introduction of the Nationality Bill now before 
Parliament. 

The disadvantage of the proposed legislation is that it creates 
for inhabitants of this island a legal category which does not 
correspond to a real division of the Commonwealth—the cate- 
gory of “United Kingdom and Colonies citizen.” This is 
simply a term to cover the residue of British subjects left after 
the various Dominion citizenships have been subtracted. They 
cannot simply be called British subjects so long as that term 
retains any usage to denote the common membership of the 
whole Commonwealth: the same term cannot be used indis- 
criminately to indicate both the common citizenship of the 
Commonwealth and the specific citizenship of a group of 
countries within it. But the conception of “ United Kingdom 
and Colonies citizen” is hardly one to evoke a_ vivid 
sense of community ; it is at once too wide and too narrow. An 
imhabitant of this island normally has a pride in being British ; 
beyond this he has a sense of solidarity with all the peoples of 
the Commonwealth, bound together, as they are, by a common 
allegiance ; but such a wider feeling of community does not 
correspond to a classification which excludes an Australian of 
British descent but includes a Dyak of North Borneo. 


* 


It is apparent that any attempt to find a path through these 
divergent considerations would be difficult. There are people in 
the Dominions who dislike “subject ”’ as implying subjection, 
and there are people in this country who dislike “ citizen ” 
because they think it calls in question the supremacy of the 
Crown. And there is the ambiguity of the adjective 
“ British.” The Government’s Bill attempted to solve the 
problem by creating two alternative terms, “ Commonwealth 
citizen” and “British subject,” which were both to mean 
exactly the same thing. But it is evident from the debates that 
the attempt to please everybody has failed. If the Bill really 
is what the Government say it was intended to be, merely a 
piece of lawyers’ tidying up, it might be better to drop it The 
lawyers would have to put up with a certain amount of obscurity 
and ambiguity. But these are qualities on which the Common- 
wealth has hitherto thrived, and it is difficult to see what 
practical difficulties would follow from leaving the whole subject 
exactly where it is. 

But there are wider questions about the form and functions 
of the Commonwealth which are hardly yet formulated in the 
public mind, though they are already exercising those who are 
more closely in touch with Commonwealth affairs. Hitherto the 
history of the Commonwealth has been one of gradual relaxation 
of formal ties, It has been a history of successful achievement, 
and it is therefore tempting to take it for granted that the further 
history will follow the same lines. New Dominions are coming 
into existence—in Ceylon, in India, in Pakistan, perhaps else- 
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where—and for the first time they are governed and inhabites 
by peoples who are not of European stock. If these peoples fin 
even the present loose ties of the Commonwealth too bindin 
for them, is it not right to loosen them still further if by th 
means the new Asiatic Dominions can be kept within 
Commonwealth ? That policy may be right. But at the moment _ 
it seems to be more of an instinctive reaction than a careft 
thought out plan ; and it is only in the last few months that jj 
has come to be realised that a further dilution of the concept of 
the Commonwealth, in order to make membership in it accept. 
able to a wider range of states, may have unfortunate repen 
cussions on the intimacy of relations that now exist among the 
nations that are already members of the Commonwealth. It is — 
too soon to speak of an argument between the “ strict construc 
tion ” and the “ loose construction ” of the concept of the Com. 
monwealth ; but these differing schools of thought are beginning - 
to appear, and some indication of them is to be found both in~ 
the proposals of the Nationality. Bill—particularly in the pro- | 
posals to drop the word “British” from “ Commonwealth 
citizen ”°—and in the debates on it. It is the shadow of this 
wider issue, in fact, that accounts for the heat that purely tech-” 
nical proposals have engendered. 


* 


At present, the chief formal- bonds of the Commonwealth are 
the Crown itself, the Governor-General as representative of the _ 
Crown, and the periodic Imperial Conference. All three, it is_ 
now apparent, are affected by the present discussions. The 
part which the Crown plays in the Commonwealth is an exten- 
sion of its national function, as it has been determined by Eng- 
lish history. But the part the Crown plays in the constitution of 
Eire has already been reduced almost to vanishing point, and it is 
apparent that if the Asiatic Dominions are to remain within the 
Commonwealth, republicanism will have to be accepted, not as 
an exception to the general rule, but as a permitted variant 
of Dominion status. Have the long-term implications of this 
for the unity of the Commonwealth been worked out ? 

Secondly, the title of Governor-General is beginning to be 
called in question. The title is an anachronism in the Domi- 
nions, for it confuses a function of the Crown, which is the same 
as that of the King relative to Government and Parliament in 
the United Kingdom, with the role of a colonial governor who — 
has direct executive power and receives instructions from White- 
hall. A Governor-General in a Dominion is simply the King’s — 
deputy as Head of the State ; his proper title is Viceroy, but 
that word has come to be associated with even greater executive © 
power than a Governor-General’s. If it were simply a question of 
finding the right title, time would doubtless produce a satisfac+ ~ 
tory solution. But it is becoming apparent that some of the new _ 
Dominions find no place in their constitutional ideas for aa — 
impartial, universally respected, unifying figure such as the — 
Governor-General has come to be in the older Dominions. If 
this basic conception also is abandoned, in the effort to keep the 
Asiatic Dominions within the Commonwealth, what will be the 
consequences as between the United Kingdom and the older — 
Dominions ? Will more be gained in the new Dominions than — 
is lost in the old ? & 

Finally, there is the Imperial Conference—which can be taken — 
to comprehend not only the periodic meetings of Prime Minis- — 
ters but also the great volume of confidential consultation that — 
goes on from day to day between the Prime Ministers and — 
through the High Commissionets’ offices in London and the — 


ee ses *G 


Dominion capitals. . The basis of all this is complete mutual. con-_ | 


fidence and trust. But if the Commonwealth is greatly enlarged, _ 


vom. 
a teense ~ a 
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une 21st that the Government’s amendment to the British Nationality — 
Bill making the terms “ British ject ” and nr Gen nie ealth | 


citizen” synonymous had been. defeated oe This: 
was incorrect ; the amendment ene cee 











U 


nan ot hUmlhlUCUrtll he CO 






‘Bebo ee? Re FS 


E. 
ww” 


- 


Se rmk S29 a4 6% 





REST Be F Poa F 


PBR OTT 


- 


i tas “ “ ‘i ‘ 
ORES See eo BC a 


THE ECONOMIST, July 10, 1948 


will the system work ?. Suppose, for example, that Burma had 
become a Dominion within the Commonwealth, as it was invited 
to be ; and suppose further, as is not impossible, that the 
Government of Burma falls into hands of men who are barely 
distinguishable from Communists, Could they be invited to an 
Imperial Conference and given the great mass of confidential 
information that is freely provided for the Governments of 
Canada and Australia? Or, alternatively, would it be possible 
to have two sorts of Dominions, standing in closer or more 
distant relation to the United Kingdom, without raising impos- 
sibly invidious distinctions ? Might not the result be that there 
would be a reduction in the intimacy of contact between London 
and Canberra because equal intimacy between London and 
Rangoon proved to be impossible ? 
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These questions are not asked in any rhetorical sense, ‘or 
because the answers are obvious. But they are questions that 
have to be asked and answered before the future form of the 
Commonwealth is decided. In the past, every step in the 
development of the constitutional law of the Commonwealth 
has been most exhaustively discussed by each of its members 
before decisions were taken. It may be that the present Bill does 
not commit anybody, even inferentially, to any line of action on 
these wider issues. But it would be far better that this particular 
Bill should be held over—in default of a convincing case being 
made, on strictly practical grounds, for its urgency—than that 
anybody, here or in the Dominions, should be given any excuse 
for feeling that a snap decision is being taken on such very 
important matters. 


Palestine—The Map and the Moment 


‘*- “HERE is a common denominator in Palestine.” That is 
the most important phrase, by far, in the report which 
the United Nations mediator, Count Bernadotte, has, after weeks 
of tireless work, submitted to his principals at Lake Success. 
That common denominator is, he goes on to say, a mutual 
“ recognition of the necessity for peaceful relations between 
Arabs and Jews in Palestine, and of the principle of economic 
unity.” The basis sounds broad enough. But it is greatly 
narrowed by mistrust, ill-will, over-confidence, contempt and 
other emotions nurtured on both sides. Can it become the 
starting point for negotiating a settlement and, if so, when ? 

At the moment of writing, Count Bernadotte’s four weeks’ 
truce, which ran from June 11 to July 9, is virtually over. And 
the chances of extending it do not look good. They are being 
subjected—as will be seen from accounts of Israeli and Arab 
emotions that are given below—to strain in both Tel Aviv and 
the Arab capitals. They are also being dallied with at Lake 
Success, where the Russians are branding the truce as a cover 
for dark Anglo-American designs, and where the Chinese and 
Syrians are also belittling its virtues. Indeed, the latest news is 
of renewed fighting. 

Count Bernadotte is not the sort of man to hustle into the 
arena full of belief that he personally can quickly solve a conun- 
drum that has for nearly thirty years defeated all who have 
tackled it. His draft suggestions were only a basis for discussion. 
Their principal items were: that any arrangement should cover 
Palestine and Transjordan ; that the resultant “ union ” should 
consist of two “ members” ; that common economic services, 
including a customs union, should be run by a central council ; 
that autonomy should otherwise be complete except in the 
control of immigration. Jewish control of immigration was to 
be complete for two years, but after that subject, in the event 
of dissatisfaction, to periodic dispassionate review by the 
Economic and Social Council of the United Nations. The draft 
also provided that minority rights and the sanctity of the Holy 
Places should be protected and that refugees had a right to 
recover possession of homes from which they had fled. 

Thus far the plan had many points in common with the 
Assembly’s partition scheme. It differed from it in two 
respects; it implied that Transjordan, alone of the Arab States, 
was directly concerned in the settlement, and it curtailed the 
sovereignty of the Jewish State in dealing with the contentious 
immigration question. It also differed in the frontier line it 
suggested. This eliminated the Assembly’s proposed criss-cross 
of boundaries. It suggested that the Negeb should be Arab— 
which means that Transjordan should reach the sea in the south 
—and that “the whole or part of western Galilee ” should be 
Jewish—which means that the Jewish coastline should continue 
northward to, the Lebanese frontier. It proposed that Jerusalem 
should be in Arab territory but with safeguards for its great 


Jewish community. It also proposed that Lydda should be a 
“free airport ””—a feature without precedent—and that Haifa, 
in order to continue. handling the refining and export of oil 
piped from an Arab source in Iraq, should be not Jewish but 
a free port also. 

Both parties to the dispute have rejected these suggestions. 
The Jews dislike the whittling down of their sovereignty in the 
clauses about “membership” (as opposed to statehood) and 
immigration ; they also dislike a demarcation line less favourable 
to them, on balance, than the Assembly’s line. The Arabs will 
not discuss the draft because they want a unitary state and no 
line at all. But is the precise boundary line, though so much 
discussed, now the most-important element in the proceedings? 
The answer is No, All the years of British experience, and 
all the months of United Nations experience, go to show that 
there is no conceivable line of demarcation in Palestine that 
can be regarded as satisfactory. No amount of moving lines 
backwards and forwards will suddenly produce a solution. A 
plan for Palestine stands or falls not so much upon the map 
to which it is attached, as upon its timing—upon whether, at 
the moment of impact, the disputants are in the mood to settle 
or the mood to fight. Will they reach the mood to settle only 
when further fighting has brought exhaustion or are the stars in 
favourable conjunction now? An answer to this question is 
difficult to give categorically, for hazard plays such an important 
part. Tension in Palestine is at the moment such that the 
chance bursting of a paper bag can set the gums going. But 
any attempt to weigh the chances must take into account two 
factors. One is the state of mind of the Israeli and Arab leaders. 
The other is the degree of encouragement they are expecting 
and getting from outside backers. 

Inside Israel the mood is, on balance, one of confidence in 
superior military might, despite what is, for the moment, in- 
feriority in armour and artillery. The outlook was summarised 
ina letter published in The Economist last week from an 
Englishman who is speaking and working for Israel at Lake 
Success. Its main theme is that, by virtue of military success 
beyond as well as inside the boundaries set up by the Assembly, 
the Jews have a right to be implacable and to ask for more, not 
less, than the Assembly awarded. Publication of Israeli state- 
ments extolling the quality and quantity of arms imported since 
May 15th lend point to this argument. So does the suborning 
of two British soldiers who deserted, taking with them two ill- 
guarded Churchill tanks, on one of the last nights of the British 
military evacuation from Haifa, Against these portents must 


be set a statement made by Mr Shertok in Tel Aviv on Tuesday 
that Israel is still prepared to negotiate “ between itself and 
its neighbours as {ree sovereign peoples.” 

In the Arab states also the mood is exalted, irritable and belli- 
cose. Among th:ir people it is traditional to wave weapons 


| 
| 
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and shout battlecries ; there is no easier way to raise a cheer. 
Declarations that “ we are now going to rely on arms,” or that 
“we are marching to Tel Aviv,” must be read in the light of 
tradition and custom. Those Arabs who have their heads 
screwed on know that their armies advanced unimpeded in May 
because they advanced mainly into Arab territory, that their 
lines of communication are now dangerously exposed, and that 
it would be best to negotiate while their armies are still intact. 
But exalted Arab crowds take some pacifying, and leaders who 
are ready to calm them ‘down must be given some tools—in 
the shape of something to show for their armies’ efforts—with 
which to do the job. 

The question of foreign backing for either side is one of 
importance in the west as well as in the Middle East for, broadly 
speaking, no moment is the propitious one for settlement unless 
Great Britain and the United States agree to forgo encourage- 
ment to either side. At the same time, Israel can count with 
certainty upon Russian encouragement. It can also count upon 
Russian consistency—which some Jews compare favourably 
with America’s waywardness and changeability—in demanding 
the Assembly’s partition line and nothing less. At Lake Success 
on Tuesday Mr Manuilsky furthered this consistent line by 
pointing out that Count Bernadotte, in suggesting a recon- 
sideration of the Assembly’s partition scheme, had exceeded his 
functions. On the whole, however, the outside world is holding 
back from open partisanship. Neither the British nor the 


The World and the Dollar—Ill 


The Need for 


N two preceding articles, certain conclusions were put forward 
on the likely future of the dollar as a governing factor in 
world trade. It was suggested that the United States is unlikely, 
even in the longer run, to put at the disposal of other nations, 
by buying their goods and services, the amount of dollars they 
will want to spend in the United States, that a shortage of 
dollars—though probably not so acute a scarcity as exists today 
—is therefore likely to last far beyond the year 1952 which at 
the moment is somewhat arbitrarily fixed as the year of equi- 
librium, and that as a consequence of this continuing lack of 
balance, the European nations will almost certainly be compelled 
to husband their supplies of dollars and to exercise a vigilance 
vis @ vis the dollar which will be unnecessary in the case of 
other “ softer currencies.” It remains for this concluding article 
to draw some of the consequences of this forecast. 
Having followed the argument so far, some critics may be 
inclined to say: “ But what is all the fuss about ? All you have 
proved with such elaboration is that nations will not be able to 


- buy American goods if they have not the necessary dollars 


available. Surely, if they have no dollars, the question of buying 
in America does not arise. Since, however, all the dollars that 
are made available by America’s purchases abroad will certainly 
be spent in America under one form or another, why complicate 
an issue which in essence is very simple—that can $ 
what he does not possess ? ” Y ae oh a 
Unfortunately, it is not nearly so simple. If the outlook for 
the longer run were a mere continuance of the present position, 
in which Western Europe cannot pay for what it-needs from the 
rest of the world as a whole, then itideed the matter would be 
very simple: Western Europe would either have to seek per- 
manent charity or reduce its standard of living. But the position 
that is assumed in these articles—it cannot be predicted ‘as a cer- 
tainty, but it is at least as likely as any other—is more’ complex. 
By about 1952 Western Europe may be able not only to obtain 
supplies of many of the things it needs from outside the dollar 
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American Government has reversed its policy—the Repubt 
platform at Philadelphia was as pro-Zionist as any Jew coulg 
wish—but both have seen the dangers of drifting into a y 

by proxy. ‘” 
It is just possible, therefore, that Count Bernadotte may bg 
able to persuade both sides to discuss his proposals and to patch 
up the truce again. But, if he succeeds, it will not be 
because of any virtue that his plan has over the many othep 
plans that have been proposed. And similarly, if he fails, jp 
will not be because of the line he has drawn on the map or the 
division of governmental powers that he has proposed. Whag - 
will produce peace in Palestine is a willingness on both sides 
to have peace. This is a point on which British policy, for aij 
its fumbling, has always been far more realistic than any of ij 
critics ; for the only alternative is a solution imposed by fore 
of arms, which the world outside Palestine has at no time been — 
prepared to carry out. When that time comes, any halfway 
reasonable plan will work ; until it comes, even a plan that was 
made in Heaven will be rejected by both sides. Unfortunately, 
the probability is that there will have to be some more fighting 
before both sides will prefer a compromise to more blockades, 
If so, then it will be the difficult, but imperative, task of the 
American and British Governments to see that the outside world 
—which means themselves—does not get drawn into the fighting, 
It is a plan for this, not a plan for the government of Palestine, 
the details of which most urgently require elaboration, ; 
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area, but also to pay for them in some means of payment accept 
able to the sellers—and still be short of dollars. And if thé 
simple-minded critic says that it is easy to solve that dilemma— 
Western Europe can trade with the non-dollar world and cut 
its trade with the United States to the measure of its dollar 
earnings—he will be brought right up against the American 
doctrine of non-discrimination, which says (in substance) that no 
European country may trade with a non-dollar country any more — 
freely than it does with the United States. Europe, in fact, in” 
the circumstances here assumed, looks like being faced with @ 
most painful dilemma. Either it restricts the whole of its trade. 
to the measure that it can afford to do with the United States—_ 
in which case its whole recovery will be handicapped—or else — 
it gives offence to the very nation that has most assisted it, and | 
whose continued friendship is, on political grounds, absolutely 
essential to its security. ae 
This painful dilemma is at the very centre of the problem. — 
Ever since these matters of international trade and finance begat — 
to be discussed between the American and British Governments _ 
in the middle of the war, there has been a steady determination — 
on the British side to pretend that it did not exist, and those 
critics who (like The Economist) were tactless enough to point — 
out the dangers of adhering to sweeping doctrines of non- 
discrimination were told that they were imagining risks that 
would not mature. It is impossible to keep up this wishful 
thinking any longer. It is much more likely than not that there 
will permanently be a dollar shortage, and d 
=~ a means a throttling of world ‘trade. 
on-discrimination will have to be argued out with: the 
It is, of course, a most delicate subject. To this: 
means all Americans are free traders.» But free ' 
protectionists are at one in regarding the doctrine of 
discrimination as the most natural piece of common sense 
should any nation be allowed to treat American goods 
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than it treats other countries’ goods? Why, in particular, 
should a country that has been a beneficiary of American gener- 
osity be allowed to treat its benefactor so scurvily ? Indeed, 
even to raise the subject sounds to many Americans like base 
ingratitude, as if the reward for Marshall aid was to be treated 
as Europe’s worst commercial enemy. It is no wonder that the 
European Governments have been unwilling to press the matter 
so long as they could find any excuse for believing that it would 
not, after all, be necessary. But there is no escape through 
wishful thinking. The European point of view will have to be 
stated and re-stated, 
* 


One way by which the argument can be got over to Americans 
is to lose no opportunity of giving them practical examples of 
what is likely to happen when non-discrimination is coupled 
with shortage of dollars. Suppose, for example, that Canada is 
accustomed to buy large quantities of chocolate from the United 
States. But let us also suppose that, at the same time, Canada 
is running short of US dollars and wishes to husband its 
dwindling supplies for essential imports such as oil or machinery. 
The only course is to limit or prohibit the import of American 
chocolate. But, under the workings of non-descrimination, 
Canada must at the same time also ban the import of British 
and French chocolate even though Canadian importers have 
sterling or francs to burn. The ban on American chocolate 
thus becomes a ban on chocolate as such and the volume of 
international trade falls more than would have been the case 
if the rules of non-discrimination had not been applied. And, 
lest anyone should think the instance fanciful, it occurred last 
year, when Canada was obliged by the draining away of its US 
dollar reserves to restrict its purchasés in the United States. 


It will also be necessary, in any discussions with the United 
States, to make the point that there is no desire to scrap the 
doctrine of non-discrimination entirely. It is, in general, an 
admirable doctrine and one of the things that prevents inter- 
national trade from degenerating into mere cut-throat chaos. 
It is entirely reasonable that the nations of the world should 
accord equal treatment to American goods so long as they have 
the dollars to pay for them. All that is asked is that they should 
not, in the name of non-discrimination, be forced to refrain 
from buying each other’s goods in circumstances when they 
could not in any case buy American goods. It should not be 
impossibly difficult (though it will not, admittedly, be very easy) 
to draw up rules to cover these contingencies. The embryo 
already exists in the “ scarce currency” clause of the Bretton 
Woods Agreement, which permits the members of the Inter- 
national Monetary Fund to administer their exchange controls 
in a discriminatory manner against any member whose currency 
has been declared by the Fund to be scarce. It is perhaps 


45 
sufficient criticism of the practical importance of this clause to 
point out that the dollar is not at this moment “ scarce” within 
the technical meaning of the Fund, It is also a criticism of this 
clause—as it is aiso of the various escape clauses of the draft 
charter of the International Trade Organisation—that it permits 
departures from non-discrimination only after the emergency 
of scarcity—which means, in substance, the final exhaustion of 
the non-dollar world’s reserves—has arrived, and not in antici- 
pation of it. Nevertheless, the idea is there, and it could be 
built upon. What is required is not a set of exceptional escape 
clauses for use in emergencies, but a new doctrine of inter- 
national trade which recognises that the exception is likely to 
be the permanent rule. 

Thirdly, it will be necessary for Europeans to insist and to 
go on insisting that when they say they want to discriminate 
they do not in any way mean that they want to cut down their 
trade with America, to “ declare economic war’on the United 
States” or anything of the sort... On the contrary, if any 
prophecy is safe in international trade it is that the non-dollar 
world’s trade with the United States will, for decades to come, 
be just as large as the United States itself permits. Every last 
cent of every last dollar that the United States makes available 
to the rest of the world, whether by trade, by loans or by gifts, 
will be spent at once on American goods and services. The 
argument is not that Western Europe’s trade with the United 
States should be cut down, but that its trade with other parts 
of the world should be allowed to go ahead more rapidly than 
its trade with America can do. There is no desire that Canada 
should stop buying American chocolate, but only that, if 
Canada is prevented by dollar shortage from buying American 
chocolate it should be allowed to go on buying British and 
French chocolate. 

* 


The other main issue raised by the likelihood of a continuing 
dollar shortage requires more positive action by European 
powers. A continuing dollar shortage means that it will be 
impossible for Europe to satisfy its complete demand for 
American supplies, but since some of these supplies—food, for 
instance, or industrial raw materials or machines—are essen- 
tial to the functioning of the European economy, if they cannot 
be bought in America, they must be found elsewhere. The 
question is whether they exist in sufficient quantities and, if 
not, what can be done to stimulate their increase or to find 
substitutes. 

There are two regsons why it is difficult to establish the 
scale of the gap between European requirements and purchas- 
able American supplies. The first is that Western Europe does 
not yet know how many dollars it will be able to earn in normal 
times by normal trade. The second is that the availability of 
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supplies that do not have to be paid for in dollars is still unpre- 
dictable. When the postwar inflation comes to an end and 
the tide of extraordinary demand recedes, it may be found that 
the non-dollar supplies of many commodities are more nearly 
sufficient than now seems likely. But though, for these reasons, 
the gap between what Europe needs to import to meet its mini- 
mum needs and what it will be able to pay for may be smaller 
than now appears, there is still likely to be a gap of some size. 

What can be done to cover this gap? The question is 
urgent, for at most the nations have five years to develop their 
plans ; they may have considerably less. The moment is also 
apposite, for in the next weeks the OEEC in Paris will embark 
on the drawing up of a long-term programme for the Sixteen 
and clearly the reasonable course in framing such a plan is to 
fix on one or two priorities and devote the united energies of 
the Sixteen to their fulfilment, 


The first priority is food. Foodstuffs ran away with most 
of the British loan. They will be a massive part of Marshall 
Aid. Britain and Western Germany are both entirely dependent 
upon imported food. Most big towns in Europe are short of 
it. At present the Sixteen have no concerted long-term policy 
for increasing supplies of food. Britain has a ground nut 
scheme ; France is starting up another. Governments are con- 
sidering the possibility of aiming at the cultivation of more 
cereals and less livestock. But so far there is little forethought 
and no co-ordination in these various food policies. What is 
needed is, first, a cool assessment of the likely long-term gap 
in supplies (which may be much less than now appears), and 
then a concerted attempt to survey the possibilities of develop- 
ment not only in Europe itself but throughout the non-dollar 
world. The survey could lead to agreement on specific projects 
and then to a united strategy to break the bottlenecks in the pro- 
duction of agricultural machinery and in transport which at 


NOTES OF 


The debate on European Economic Co-operation ended, as 
expected, with an enormous affirmative majority. Its range was 
wide and its level on the whole high, though it must be recorded 
as yet another missed opportunity for that galvanising lead to 
national endeavour which neither Sir Stafford Cripps nor any 
other member of the Cabinet seems, in the last resort, capable of 
offering. The Chancellor’s opening speech was unexceptionable ; 
so was the winding-up speech of Mr Harold Wilson ; but apart 
from those passages which actually elucidated the Agreement both 
speeches had been made before, had been potted in Reports to 
the Nation and illustrated on hoardings, to the point of virtual 
public ansthesia. The Opposition made the most of its party 
opportunities, following the well-beaten track—Socialism dis- 
credited by reliance on aid from a capitalist state, independence 
thrown away by Socialist incompetence—and drew a well-merited 
rebuke from Mr Douglas Jay, who pointed out the inconsistency 
between Tory complaints that the American Loan had been 
squandered on consumers’ goods and Tory protests at every re- 
fusa] to import more petrol.or tobacco or to release more textiles 
and furniture. One really cannot both demand a balanced external 
budget and act as a mouthpiece for the Housewives’ Léague. 
Equally predictable economic monstrosities emerged ‘on the 
Labour side—though Labour need no longer be debited with the 
incredibly tortuous malevolence of Mr Platts-Mills; a new low 
was struck by Mr Norman Smith, whose analysis of the economics 
of Marshall Aid rested on the proposition that the United States 
is forced to give away its products externally because, if they 
were retained on thc home market, standards of life would rise so 
high that the workers would refuse to work and capitalism would 
break down. Even Marx never dreamed up that one. 

Both sides of the House showed a sober and valuable realisation 
that Marshall Aid in itself could only mitigate the long-term 


disequilibrium between the Old and the New Worlds, a- 


disequilibrium more profound than could be accounted for even 
by war. Most members remained fatalistic about ultimate pros- 
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present are holding up the few food schemes that have | 


launched. Food is only the most urgent of the European py es 


ties. Coal, steel and power—the basic raw materials of ind 
—are only less so, and the OEEC’s main task should } 
produce a combined strategy of production for these 
categories. ‘ j 
It is perhaps too much to hope that an ambitious policyg 
expanding production should be balanced by a concerted éffgg | 
to make the most practical use of all Europe’s dollar resourggy 
either from Marshall Aid or from ordinary commercial trang | 
actions. In the Sterling Area, the existence of a central dot 
pool gives some assurance that essential expenditures will take 
priority over the less urgent demands and even if a dollar pog | 
for Western Europe is out of the question, and co-ordination 
of import programmes from hard currency countries, de: 
to put wheat before chinchillas and steel before Cadillacs, seem 
an almost essential expedient if the aim of gaining reasonable 
equilibrium by 1952 is accepted seriously. Admittedly, such 
a policy would involve some discrimination, for the produges 
of non-essential American exports would find that Europé 
dollars were being reserved for essential American goods whik 
Europe bought its frills and its extras probably at greater oom 
and with softer currencies. But this is precisely the kind @ ¥ 
discrimination which the new rules should be designed to cover 
—a discrimination designed to increase stability, to restore pre 
ductivity and thus ultimately to expand trade. If all these thin 
could still be done, as in the golden age of Victorian trade, 
without plan or effort, America would not find Europe slop: 
to accept America’s commercial precepts. It is Europe’s tragedy, 


not its strategy, that it must take thought for tomorrow anddo 

painfully by planning and controlling and even discriminating 

what could once be left to unfettered free trade. 
(Concluded) 
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pects ; the most constructive speech came from Mr R. Mackay, 
champion of integral Western Union, who envisaged a Europea 
free-trade area able to look the United States in the face in pre 
ductivity, efficiency and consequent trading power. He incidentally 
provided the final answer to those who offer, as an alternative @ 
tainted dollars, closer trading relations with Russia: a brict 
statistical survey of Russian export resources as compared & 

British import needs. On the whole, the debate augurs well fet 

the spirit in which, whatever Government is in power, ERP aid 

will be used and its concomitant obligations shouldered. Me 
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Beyond Berlin 


The time may come when Mr Bevin will feel some gratitude 
to the Russians for raising the issue in Germany in the simple 
form that has now been grasped by the British public. So fat ” 
as can be judged, Mr Bevin has their full support in declaring 
that neither the starvation nor the victimisation of two million | 
Berliners dependent on the West is tolerable. And most people — 
feel some pride and relief in the knowledge that the challenge 
deliver food has enabled the democracies to stick out their ja’ 
to exercise power without fighting, and to put aside some 
their misgivings in the excitement of a great air operation. 

But the most difficult and most testing stage of policy lies ahead 
and it is doubtful whether British opinion has yet grasped wh 
the issue may become. e air operation cannot “go on i 
definitely ; its main purpose is probably to increase by three 
four the number of weeks within which Western diplomacy—now — 
thoroughly co-ordinated between London, Paris and Washington 
—can wrestle with Moscow policy. If there is no yielding on the 
Russian side while air deliveries continue, then, as soon as they 
stop, the. Western representations are bound sooner or later 
take on the form of an ultimatum—whether that word is us 
or not. If there is some yielding before that stage is reached. 
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may well have a merely tactical purpose ; for the Soviet Govern- Uncertain Government in France 
problem again 


ment clearly wishes to discuss the whole German 
in the Council of Foreign Ministers. Before that proposal is 
made or entertained, the public in Western Europe and America 
will have to answer two questions which have been rarely dis- 
cussed publicly but which cannot be any longer evaded. 

The first is this: are the Western Powers prepared to consider 
a settlement of Germany which would take the western zones 
out of the European Recovery Programme and transfer the centre 
of economic and political power from Frankfurt to Berlin? If 
they are not, they should say so now and explain to the Western 
electorates how and why West German recovery is vital to ERP. 
The explanation is one that cannot be given or grasped quickly. 

The second question is this: are the vital industries and trade 
organisation of the eastern zone so integrated with the Soviet 
economy through Russian-owned companies and. concealed 
reparations arrangements that the Soviet Government is bound— 
whatever its public statements—to resist any genuine attempt to 
reorganise Germany as a political and economic unity ? In other 
words, can the Soviet Government itself carry out the kind of 
settlement it was asking for last December ? Will it sacrifice its 
interests in eastern Germany for the sake of an understanding 
with the West? The evidence is that it cannot, at any rate in 
the immediate future. 

* 


If the answers to both questions are negative, what is the 
use of pretending that a further conference to avert the division 
of Germany has any chances of success ? Mr McNeil pointed out 
in last week’s debate in the Commons that the problem of Ger- 
many has already taken up two out of five full sessions of the 
Foreign Ministers’ Council, 61 meetings of their Deputies and 
300 hours of discussion at the highest level. Unless Mr Molotov 
has something new to say, to resume that process, after the strain 
of “Operation Carter Paterson,” would be to give the Kremlin 
more time for the war of nerves, precious weeks of delay between 
the ripening and the gathering of the European and Russian 
harvest. The question underlying the issues raised in Berlin has 
to be faced now, while public opinion in western Europe is tense 
with awareness of the obligations it imposes. It has never been 
better defined than by Mr Marshall in his speech of May §5th to 
the Foreign Affairs Committee of Congress: 


A fundamental task of the United Nations and of our foreign 
policy is to dispel the misconceptions of the Soviet leaders and to 
bring about a more realistic view of what is possible and what is 
—e in the relationship of the Soviet Union and the world 
at large. 


* * * 


North Atlantic Pact 


Action has quickly followed speech in Canadian foreign 
policy. On June 19th Mr St. Laurent, Secretary of State for 
External Affairs, spoke in favour of Canada’s playing a part in 
a regional security pact with countries of western Europe, Britain, 
and the United States. Last Tuesday a Canadian representative 
was present when talks began between the State Department and 
ambassadors of the Brussels Pact Powers. This means that 
statesmen have come to grips sooner than was expected with the 
problems of a North Atlantic union—union being used in the loose 
sense now associated with “ Western Union.” 

There should be no illusions about Canadian motives. It is 
as a neighbour of the United States and Russia that it is interested 
in regional security, and that interest extends as much to the 
Pacific as to the Atlantic. But it is also interested in the defence 
of west European freedom and prosperity, which has different 
appeals to Canadian business men and proud French-Canadians. 
In short, although the readiness to consider new obligations in 
these directions is of direct benefit to the Commonwealth, it is 
unlikely for the time being to lead to any closer co-operation with 
Britain in imperial defence. What is more important is the deep 
impression that Canada’s action will make on the European 
governments which still doubt the sincerity of Mr Bevin’s Western 
Union policy and the support that America is likely to give it. 

It should not be forgotten that some advocates of an Atlantic 
regional arrangement would like to leave out the adjective “ north.” 
They would extend it to include South Africa and Brazil. Such 
sweeping developments are better left alone for the time being. 
Just as Mr Bevin concentrated in western Europe on the “ hard 
core” of France and the Benelux countries, so Washington is likely 
to concentrate on the group which is now represented in the talks 
with Mr Lovett. 


The Schuman Administration resembles a battered ship 
staggering from reef to reef; yet time and time again the ship 
avoids disaster, and the rock which should have broken its back 
slides from under the bows at the last moment. The Government 
depends upon the maintenance of the Socialist-MRP coalition, 
and in recent weeks restiveness among the Socialist ranks had 
been visibly growing. The draining away from their ranks to the 
Communists. and—more seldom—to the parties of the Right con- 
tinues. Comparisons made between membership in 1946 and 
today show that, with perhaps two exceptions, Socialist Party 
membership has fallen in every area. Thus any action, political 
or economic, which tends to drive away members strikes the 
Socialist in a mortally tender spot. 

Recently, the compromise reached within the Cabinet over sub- 
sidies for religious education has been a blow to the old guard of 
Socialist anti-clericals. A graver threat is the general economic 
situation, in which, in spite of the Prime Minister’s attempts to 
lower industrial prices, the cost of living has increased very slightly 
in the last month, whereas.the Government had guaranteed its 
decline. The Communists areas usual exploiting the position 
and a serious seamen’s strike is the latest of a series of sporadic 
outbursts designed to damage the Government’s efficiency without 
directly challenging its authority. 

The Left-wing Socialists are more and more despondent 
over their chances of resisting Communist competition. They 
feel that it will be possible to maintain their strength only if they 
can remove the stigma of coalition from the Socialist record. 
Accordingly, they proposed at last week’s party conference to 

break with all organisations of the Third Force, fight for immediate 

wage increases and return to the position of a party of Socialism 
fighting in the ranks of the opposition 
—and one more reef appeared above the water in front of 
M. Schuman’s ship. In the event, however, a sizeable majority 
voted to remain within the coalition, and once again the ship 
slipped by. 

Another reef instantly appeared. To salve the conscience of the 
Left wing, the Socialist Conference made continuation in the 
coalition dependent upon certain conditions—the control and 
reduction of prices, on secular education and, most urgently, on 
the reduction of the military budget on the morrow of the con- 
ference, the military issue came to a head in the Assembly, and 
the Socialists voted with the Communists by a large majority to 
defeat the Government project. Once more, M. Schuman’s ship 
threatens to split from end to end. 


* * * 


Minerals Under the Planning Act 


The Town and Country Planning Act came into force on 
July 1st. Its application will be particularly tricky where the 
working of minerals is concerned. Minerals, with the exception 
of coal, are affected in the same general way as other types of 
development which now require permission from the local authori- 
ties to be carried on, and attract the Act’s provisions for payment 
of compensation and imposition of development charges. The 
more difficult problems concerning minerals have been temporarily 
deferred. Local authorities are being given eighteen months to 
decide which mineral workings they will permit to continue or 
to be started (it is to be hoped they will get adequate guidance on 
the economic factors) ; and mineral undertakers get what amounts 
to a three years’ moratorium on the application of the Act's 
financial provisions. 

The Government needs the respite to do some hard thinking— 
which should really have been done before legislation was intro- 
duced, and certainly before it became effective. Mr _ Silkin’s 
regulations, given for the guidance of the Central Land Board 
and debated in Parliament recently, are no more than 
tentative improvisations. Consistently with the general pur- 
pose of the Act, it is intended that the development charge shall 
scoop off in advance the full site value attributable to intended 
mineral workings, and that the whole of this charge shall normally 
fall on the owner of the land. If the mineral undertaker is himself 
the owner, he will be allowed (over and above the initial three 
years’ moratorium) to work a certain and still undetermined pro- 
portion of his holdings free of development charge ; but this con- 
cession is set off against his claims out of the £300 million 
compensation fund, where it will reduce the amount available 
to other claimants. Thereafter he becomes liable to the full 
development charge. If, however, the undertaker is not the 


owner, an alteration will be necessary in the terms of his lease, 
which in case of dispute is to be settled by a special tribunal to 
be appointed by the Lord Chancellor. 

This is fair enough in theory. There are very many cases, 


however, especially when the lease is an old one, where the ownet’s 
royalty is less than the proper development value of the site, 


from which the undertaker too is drawing a profit. Can it be. 


certain that undertakers will forgo their share of profit in such 
cases, or will they seek to retain it by raising prices to the con- 
sumers of minerals? If enough of them react in the same way, 
there is nothing to prevent this happening. Another difficulty is 
that it will be far from easy to assess the correct development 
charge in advance of the land being worked for minerals ; yet, 
at a subsequent date, the charge may only be varied downwards, 
not upwards. The Central Land Board may therefore face a 
dilemma of either charging much less than it should, or of running 
a strong risk of deterring development and raising the price of 
minerals. x 


A further difficulty is that, owing apparently to legal com- 
plications, Mr Silkin is unable to make good his promise to 
stipulate that the cost of restoring land to its proper state shall 
be allowed for in the calculation of development charge. This is 
a serious matter, since in some counties, such as Northampton- 
shire, the havoc wrought by mineral workings is increasing very 
rapidly, and specific legislation on the matter is overdue. No 
doubt, here, as in other matters, the Central Land Board may 
evolve a practical technique for taking this need into account. 
Bur it is not satisfactory that an Act should depend so much on 
hidden ingenuities and compromises in the field. 


* x * 


Mr Bevan Hates 


Mr Bevan has long stood high on the list of those whom 
the ordinary citizen, whether his politics be Opposition, non- 
partisan, or even (one suspects) Labour of the less militant brand, 
would dearly like to see psychoanalysed. What, one wonders, 
makes him tick ? And how did he get that way? On Sunday, 
in a speech at Manchester to mark the third anniversary of 
Labour’s accession to power, he answered to some extent both 
the proximate and the ultimate question. His driving force and 
inspiration, which would not yield, so he proclaimed, to any 
cajolery or ethical or social seduction, is a “ deep burning hatred 
of the Tories,” who, so far as he is concerned, are “ lower than 
vermin.” This may, no doubt, be regarded as a tu quoque to 
Mr Churchill’s description of the speaker as a “ squalid nuisance ” 
—or was that a specimen of cajolery ?—but it has a far more 
splendidly all-embracing quality; a quality enhanced by Mr 
Bevan’s peculiar use of the word “Tory,” which includes, 
evidently, not only the Conservative Party as such, but the whole 
system of private enterprise. There is mone righteous, none. 
Tories are bosses and bosses are spivs, and this unholy trinity 
(not three reprehensibles but one reprehensible) deliberately 
“condemned millions of people to semi-starvation.” Moreover— 
and here is the ultimate source of Mr Bevan’s animus—it reduced 
him personally, in his youth, ro living on the earnings of an elder 
sister, and exposed him to the insult of being advised to emigrate. 
(Wistfully, ome wonders which Dominion or foreign country it 
was which so narrowly missed having its history altered.) 

It would not be worth while paying much attention to this 
particular fusillade of gutter-sniping if it were not so deeply 
symptomatic of one of the chief ailments of the Labour Party ; 
of the envy, malice and all uncharitableness twin-born with its 
generous idealism and inspiring sense of human solidarity. Other 
party Governments have been, in varying degrees and at different 
times, complacent, callous, self-interested or merely inept. None 
has ever yet been inspired by “ burning hatred” and a positive 
desire to inflict suffering on the objects of that hatred ; sentiments 
faithfully reflected (as may be seen in Hansard, though not in 
the cramped columns of “the most prostituted press in the 
world”) by a very large proportion of the Government’s sup- 
porters. The Labour Government, said Mr Bevan, would have 
carried out all its programme by 1950. As paper schemes go, 
he may be right. But even a far greater and more solid achieve- 
ment would still fail to compensate for this deliberate and odious 
injection of personal venom into British public life. 


* * * 
Tito and Cominform 
After a week of invective and inaction, the impression 


remains that the main cause of the breach between Marshal 
Tito and the Cominform was the imsufficient  servility 
of the Jugoslav Communists to Moscow. World Communist 
criticism (for instance an authoritative statement by Gheorghit- 
Dej, the Rumanian leader) singles out for attack the pre- 
sumptuous herésy that the puny war effort of Jugoslavia deserves 
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comparison with that of the glorious Soviet Union. And clearly: 
it was blasphemy for Jugoslavy Communists to resent the fagt 
that the Soviet intelligence service recruited their own agents in 
Jugosiavia, preferring their reports to the fraternal inf ion, 


supplied by the Jugoslav Party. Moscow may spy on 


but if Belgrade shadows Soviet personnel that is sacrilege. < 


The impression also remains that the accusations brought 
against the Jugoslav Communists’ internal policy are cither.ip. 
accurate or equally applicable to the other “ popular democracies? 
It is true that the Jugoslav Party has differed from all other Bag 
European Communist parties in its secrecy, which has made im. 
possible elections to party offices; but such elections as have 
taken place within the other parties have merely endorsed cap 
didates put forward by the central committees. It is true that 
the Jugoslav Party’s ranks have been swollen by a mass of recruits 
whose “grasp of Marxist-Leninist methodology” is elementary; 
but the expansion of the other parties, especially of the Rumanign 
and Hungarian, has been relatively much more rapid, and hy 
taken in numbers of former Fascists (“ Iron Guard” or “ 
Cross”). It is true that the Jugoslav Party’s Congress is taking 
place after a long delay ; but the “ All-Union Communist Par 


(Bolsheviks)” itself has held no congress since 1939. It is true 


that the Jugoslav People’s Front contains bourgeois individuals 
and groups ; but these are fewer, and have even less opport 
of independent action, than the similar groups and indivi 
in the other countries. é 
The accusations concerning economic policy are to some extent 
contradictory. The Jugoslavs may have underestimated the 
“class struggle in the village,’ but the Rumanian Party, 
recently publicly castigated itself for the same error, and 
other East European Communists have (except perhaps. 
Bulgarians) done less to encourage voluntary collective farms than 
have the Jugoslavs. On the other hand, the Jugoslavs are x 
for over-hasty nationalisation of private trade. Here alone 
seems that the Cominform has found a Jugoslav action which 
ith neighbouring countries (though the policy 
the latter can hardly be said to be indulgent to private ts 
The Jugoslavs have here gone too far towards Communism, whid 
perhaps explains the use by the Cominform of the epithet 
“ Trotskyist.” “ 
_ To sum up, it still looks as if internal policy is of seconday 
importance, and that international—or perhaps purely persoml 
—factors determined Moscow’s action. But what motive can have 


SO pressing that it justified such a public exposure of the 7 
breach in Balkan-Danubian unity, such 2 weakening of the Soviet 


position in Europe ? 
* * * 


“ Albania’s Heroic Struggle ”’ 


_ _ One of the mos: comic documents published since the wat 
is the statement of the Albanian Communist Party’s Central Coy 

mittee on the Tito-Cominform dispute. According to ff 
Albanians, the Jugoslay Communist leaders are “ notorious anti- 
Marxists,” who have used “ Fascist methods” to “promote a 
capitalist exploitation of Albania and its people.” They have 
tried to “impose their own treacherous hostile Trotskis ” (sié) 
and to “convert into a colony the country of the heroes of te 
But the “heroic resi 


and the expulsion of Jugoslav “experts.” Le 
The indignation of the oppressed Albanians cannot but provokt 
a little mirth in the citizens of “ western imperialist states” wit 
have been so often told: that in Eastern Europe “ exploitation @ 
man by man” has almost disa i a 
In fact both governments probably have solid reasons to dislike 
each other. The Ju; have in the last three a 
great deal for Albania. “ Voluntary contributions” of i 
able size, wrung from the Jugoslav citizen, have been 
Albania’s economic reconstruction. Both during and after 
war Jugoslav officers helped to organise the Albanian af 
Belgrade may reasonably resent this “ i i ” On the of 
hand, there are still more than half a million Albanians living ® 
Jugoslavia, in the “autonomous province” of Kosovo-Metohif 
within the Serbian People’s Republic. Official Jugoslav claim 
that these Albanians enjoy complete freedom and equali 
Status afte received with some scepticism by ordinary Albaniam 
on either side of the frontier, many of whom doubt wheth 
nationalist discrimination has really been abolished by decree frot 
Belgrade. Others consider that, even if it has, dictatorship W 
Belgrade Communists is no improvement on dictatorship by pit 
1941 Belgrade nationalists. om! 
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The opportunity of winning popularity at home by exploiting 
anti-Jugeslay feeling was too good for the Albanian Communists 
to miss. But with both Greece and Jugoslavia hostile, Albania’s 
position will be precarious. At least in Athens there will be 
jubilation. ‘ 

* * > 


The Centre Wins in Finland 


By the grace of its Russian neighbour, Finland’s elections 
passed off quietly. The results were as expected: the Popular 
Democrats, composed of Communists and extreme left wing 
Socialists, lost cleven seats, while the two moderate parties, the 
Agrarians and Social Democrats, gained twelve. The Popular 
Democrats still hold 38 seats in the Diet of 200, but the Agrarians 
and Social Democrats between them hold 111, more than half 
the total. 

The formation of the new governmeni will be the next decisive 
step. It is early yet to predict who the members will be, as 
cabinet-making does not start until July 2rst and is always a 
lengthy business in Finland. The next Prime Minister will almost 
certainly come from either the Agrarians or Social Democrats, 
and opinion veers at the moment towards Mr Kekkonen, the 
leader of the Agrarians. It is expected that the Communists 
will be offered one or two minor government posts, for, though 
the electorate has clearly swung against them their influence in the 
trades unions is still great. Among other unions, they control 
the vital transport workers and stevedores, and there should be 
no need to stress how much damage can be caused by a dock 
strike. 

The Finns have kept the difficult balance berween East and 
West by a judicious mixture of co-operation and firmness with 
Russia. There is no reason to change this policy. Moreover, the 
mere fact that the Communists within have lost ground is a 
positive reason for placating the Communists without. The 
two centre parties could, if they wished, dispense with the Com- 
munists in the government altogether, but they are keenty aware 
of their-delicate position. There is a clause in the Peace Treaty 
concerning Finland’s obligation to maintain a friendly and non- 
Fascist government which may at any time provide a plausible 
pretext for Russian intervention. 


* x x 


Retrials in Criminal Cases 


The Criminal Justice Bill has now received its third reading 
in the House of Lords. The principal item debated in the House 
on the Report stage was a new clause proposed by the Govern- 
ment giving the Court of Criminal Appeal the power, on an appeal 
to it by a convicted person, to order a new trial of any charge on 
which he was convicted (there can, of course, be no appeal by 
the Crown where a man is acquitted). The Government’s clause, 
with an amendment moved by the Lord Chancellor, would extend 
the powers of the Court of Criminal Appeal to order a new trial 
only of those charges on which the accused had been convicted. 
Even if he had been before the court on a series of linked charges, 
there would be no new trial of a charge on Which there had been 
an acquittal. . 

Once again, this proposal produced divergent views from the 
lawyers in the House. The substance of the case for the clause 
was, first, that the present Lord Chief Justice and his three 
predecessors have all felt that this power should be added to the 
armoury of relief possessed by the Court It was not suggested that 
a new trial was frequently required, but most of the lawyers 
taking part in the debate were able to put forward at least one 
instance in which they felt that greater justice would have been 
done had the Criminal Appeal Court been able to order that the 
whole case should be heard again. The arguments against the 
clause were mainly that it was out of harmony with British justice 
to increase the number of occasions on which an accused person 
could be put on trial twice. Further, that in many cases, after 
conviction, details of the previous convictions of the accused are 
made public for the first time. On the principle that a jury is 
supposed to try a man on the evidence, not on his criminal record, 
were a new trial to be ordered after that, details of these convic- 
tions would already be public knowledge, and, as a result, the 
second trial could never be as fair as the first. 

Where lawyers disagree a layman must have hesitation in 
expressing an opinion, but it would seem thar on balance the 
machinery of criminal law will be improved by the inclusion of 
this clause in the Bill. The fact that the Lord Chief Justice, who 
so often presides over the Criminal Appeal Court, recommends 
that this Court should have this power is a very strong argument 
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case out of a thousand, that is still an argument for giving it the 
power to make such an order. So far as this country is concerned, 
such a clause is an experiment, but mankind progresses because 
experiments are made. 


* *x * 


Haw-Haw on the Third 


Last Monday night objectivity ran riot in the BBC’s Third 
Programme. In a programme lasting half an hour listeners heard 
twenty minutes of almost unrelieved scurrility at the expense of 
the American Government and people. They learnt among other 
things that the standard of living of European workers is falling 
because of American aid and that America has been forcing 
capitalist clients to buy tinned pork made from pigs which died 
of dysentery. It was a sickening half-hour—but perhaps it was 
intended to be sickening as well as boring. The question is now 
whether this programme called “The Soviet View” should be 
repeated in its present form once a month—as is intended—or 
drastically overhauled in conception and execution. 

Its purpose is to give the British public a taste of what Russians 
afe given to hear and read in their wireless programmes and 
newspapers. From that taste, presumably, understanding of the 
“other fellow’s point of view” is intended to grow. By hearing 
completely one-sided, distorted, abusive treatment of world events, 
in which Americans are alternately monsters and figures of ‘fun, 
the British listener is to attain heights of understanding and 
objectivity hitherto beyand his reach. It is.taken for granted by 
the producers that he knows the difference between Trud and 
Red Fleet, that_he is aware of the relationship between the Soviet 
Government and the Tass News Agency, that he is able to decide 
for himself how much Soviet writers and readers believe in the 
boring, abusive stuff which passes for comment on current affairs. 

The producers should think again. If it is their purpose to 
improve our understanding of Russia they are certain by this 
method to fail—for Soviet propaganda has been, is and always 
will be, boring to any audience brought up with a free press. If 
it is their purpose to show the crudity of the Communist line they 
ate entering into hopeless competition with the skill, liveliness and 
dexterity of the Daly Worker. 

Yet this half-baked experiment reminds one of what used to be 
a valuable and interesting feature of the British daily press in its 
more spacious days—the summaries and quotations from. the 
views of reputable foreign newspapers. long as newsprint 
remains scarce the BBC could do a valuable job in reviving 
this feature. There are newspapers in Europe such as Le Monde, 
Svenska Dagbladet, Corriere della Sera, whose comments on 
world—and British—affairs are always stimulating and sometimes 
enlightening. They should have at least an even chance of 
publicity on the BBC with Pravda and its understudies, the tone 
of whose comment takes the listener back to the heyday of 


Haw-Haw. 
ra * « 


Book Exports 


Books are both a commodity and a means of communication, 
and free trade in them consequently ran counter to both economic 
and ideological nationalism. Information recently prepared by 
the Publishers Association shows the extent to which the export 
of British books is hampered by both these forces. (Fuller details 
appear in the Records and Statistics Supplement this week.) It is 
to be expected that Bulgaria and Czechoslovakia (since the purge) 
would have rigid censorship and a virtual ban on book imports. It is 
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not altogether surprising that countries with a limited amount of 
sterling such as Finland, Greece and Turkey should list 
books among the British goéds which they can only afford in 
limited quantities. What is quite absurd is to find protective 
duties used as if the writing and publishing of books was a 
nascent industry which would be developed by protection. For 
instance Persia has a 16 per cent tax on books and a rigid 
licensing system ; Switzerland has a tax of 4d. a pound on books 
(as if they were carcase meat or screws) ; and in Uruguay a single 
volume incurs eight shillings’ worth of taxes. The United States 


imposes an ad valorem duty, varying with the class of book, of 


between 3} per cent and 10 per cent based on an arbitrary assess- 
ment of the book’s value. Canada is becoming increasingly an 
American market while New Zealand refuses to grant supple- 
mentary import licences to booksellers. . 

The consequence is that, although the turnover of the British 
book trade has nearly trebled between 1939 and 1947 (from 
£10,507,204 to £30,203,763), the value of exports now accounts 
for only 24.5 per cent (or £7,412,905), against 30 per cent in 1939. 
Tariffs have twisted the direction of British book exports and 
therefore of the means of communicating ideas. While the four 
British Dominions absorbed 44.21 per cent of the 1947 book 
exports, the whole of Western Europe (including Scandinavia) 
took only 11.25 per cent and Central and South America 0.96 per 
cent. However, the situation will be improved this year by the 
resumption of book exports to Germany and Japan, two of 
Britain’s best prewar customers. The British Government has 
itself pursued an honourable policy not only of attempting to 
obtain the removal of barriers to the export of British books, but 
of refusing to erect barriers to the import of foreign books except 
where currency shortage makes it necessary. This is a concrete 
problem which the British representatives to Unesco would do 
well to study. : 


* * * 


Democracy Dances 


Everyone now knows that democracy is of many kinds— 
Western and Eastern, bourgeois and popular, political and 
economic. In Japan, however, where there has always been a 
tendency for imported schools of thought to be translated into 
zsthetic rituals, it seems that democracy is being redefined 
primarily in terms of choreography. At Hiroshima, a city which 
is said to take a great pride in its tragic fame and to aspire to be 
the “ peace capital” of the world, the chief of police has given 
orders that all policemen and policewomen must learn Western 
dancing on the ground that it is essential to democracy. Lessons 
in boogie-woogie are given in the police station and aversion to 
the art is considered to betray feudal, militarist and reactionary 
sentiments. 

It is clear that, contrary to the opinions of some sceptical 
observers, the Japanese really are i seriously. 
They are going beyond the conception of it expressed by the man 
who, when questioned by a correspondent, defined democracy as 
obedience to the orders of General MacArthur. In the boogie- 
woogie the individual, even a policeman, will be able to develop 
his personality without reference to Supreme Allied Headquarters 
and the shackles of an authoritarian past will fall away of them- 
selves. It is not the first time that the influence of Western 
civilisation has been absorbed in Japan through the medium of 
the dance ; more than seventy years ago the ladies of the Court 
were commanded to waltz so that the European diplomat in Tokyo 
would notice no lack of savoir jaire in high places: But that was 
an aristocratic age ; the tradition of dancing which Africa trans- 
mitted to the Anglo-Saxon is better suited to the task of 
democratising the survivors of the first great experiment in atomic 
destruction. 

There does not seem to be any reason why the idea should be 
confined to Japan. If political ideas are best ied in 
popular dances, is it not possible that nations might acquire by 
such means a more sympathetic understanding of one another’s 
ideologies than through the repellent motions of verbal con- 
troversy ? Perhaps even the Council of Foreign Ministers might 
attain greater harmony under the sweet influence of Terpsichore. 
Mr Marshall might bring Benny nm with him to conduct 
a jam session; a member of Mr Molotov’s famous bodyguard 
might expound Marxism-Leninism so attractively v prisyadku 
that Mr Bevin’s heart would melt within him; and the Soviet 
Foreign Minister himself might be so entranced by the tap- 
dancing of Mrs. Braddock that he would forget to object to the 
next item on the agenda. The world may yet learn wisdom from 
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Mr. Chifley Steals a March ? 


It is a pity that one of the most important problems 
Commonwealth relations is being broached at the Ministerial 


in individual rather than joint discussions. The Prime Minister 
of Australia, Mr J. B. Chifley, has arrived:in Britain some fou 
months ahead of the bigger meeting to be held with the rest of 


his colleagues in the other Dominions. He has brought with him. 
a team of financial and economic experts, and he has made jp 
clear that his chief purpose is to discuss with Britain how best t9_ 
use the dwindling resources of the sterling area dollar pool, 
Reports from Canberra indicate that he is likely to ask Britain to 
guarantee a $60-70 million deficit for Australia in 1948-49. The 
dollars are required to buy, among other items, tinplate for the 
canning industry and dyes for worsted materials, both of which 
are expected to feature strongly in Australia’s export drive, 
Mr Chifley will also doubtless try to discover exactly how much 
Australia—and New Zealand—will be affected by Britain's 
economic commitments in Europe and whether the two countries 
can provide “ off-shore ” purchases under ERP. sos 
But these two questions—the dollar shortage and the effect of. 
Britain’s commitments in Europe on Commonwealth trade—by no 
means concern the Anzac group alone. They are questions to. 
which the Ministers of Finance in India, Pakistan, Ceylon and, 
a lesser extent, in Canada and South Africa, have also demanded 
an answer. They are, too, among the most important reasons for 
the Conference of Dominion Prime Ministers to be held in the 
autumn. They form points of common interest for the Domini 
and the solution of these two questions by the Dominion Prime 
Ministers in common council would have immeasurably 
strengthened the bonds of the Commonwealth. ; 
The questions are urgent, and Mr Chifley was right to insist on 
early discussion. But he is wrong to imply, as he has done, that 
they were a matter for bilateral negotiation with Britain rather 
than for a multilateral settlement between all the Dominions, 
Bilateral talks between officials are indeed essential preliminaries 
to the wider Conference originally envisaged, but to take them 
to Prime Ministers’ level may provoke the suspicion that Mg 
Chifley is trying to steal a march on the other Dominions. ia 


* * * ; 
The Neglected Child ‘ 


The Children Bill passed its final stages last week. Its arrival 


2 


on the statute book marks the birth of a new and complementary — 
campaign for the neglected child in its own home.* The Curtif © 


Committee dealt only with the child deprived of its home back- 
ground ; these numbered some 124,000. ‘The present report 
concerned with the much larger number of children who, whilé 
still living with their families, are suffering from neglect, mental 
or physical cruelty, destitution or lack of parental control. In the 
year 1944-5 alone 107,312 children coming from 41,050 famili 
were dealt with by the National Society for the Prevention 
Cruelty to Children, and there is every reason for supposing 
a numbers of children suffering from neglect is very 
ger. se 

The report is in the best tradition of British social reform. The 
Curtis report was written with all the majesty of a Government 
inquiry ; this is a much more modest study, with inadequate — 
funds, by a sub-committee ot the Women’s Group on Public 
Welfare. Nevertheless, it is a telling and bears the 
stamp of authority ; the members of the Committee were is 
all experts and they had the co-operation of the Ministry of 
Health, the Home Office and the Assistance Board in their 
inquiries, which included the examination of case histories @ 
mothers serving sentences for child neglect and of wido 
receiving public assistance. 

The report is basically an examination of the family cir 
stances which cause parents to neglect their children, and more 
particularly of the circumstances of the mother who is the lynch- 
pin of the family. In almost all cases the causes are complex, and” 
poverty is frequently, but not always, a factor. The health 
physical and mental, of the mother is vital ; large families, poor 
housing and the father’s death or absence appear frequently im 
the case histories. Improvements in social conditions cannot solve | 
them without much closer contact between the families, who o 
do not bother to use the social services, and the authorities able t@ 
help them. Like the Curtis Committee, this committee finds that 
there is too much overlapping between the bodies who attempt 
to intervene—the police, the NSPCC, health visitors, school 
attendance officers and voluntary bodies—and too great a tee 
dency to remove the neglected child from his hqme rather thaa 
to attempt to improve the home itself. The futility of sending 


* The Neglected Child and his Family. OUP 5s, 
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mothers to prison for neglecting their children is once more 
brought out. The committee recommends that local authorities 
should be made responsible for providing a comprehensive service 
of care for all children in their areas, and that the various services 
for mothers and children should be extended. If the causes could 
be remedied, the effects—children in institutiéns and homes and 
an increase in delinquency—would be reduced. This, together 
with the parallel efforts of the Family Service Units and the 
Stepney Pacifist Service Unit, which perform an unexampled 
service of direct help to problem families in their own homes, is a 
campaign to be supported. 


x * * 


A Freedom for the Civil Servant 


A welcome should be given to a circular recently issued by 
the Treasury extending the liberty of civil servants to write, lecture 
and broadcast about their work, and to receive payment for it. 
The circular is not about the propriety—charming word—of doing 
so ; it is assumed that in the cases in question the objections on 
grounds of secrecy or public policy have been settled. This is, 
indeed, a matter to which a good deal more thought ought to be 
given, but for the present the discussion centres on the more 
material question of cash. Shall a Crown servant who writes on 
a subject of which his knowledge is derived from his official 
experience, but which he carries on outside his official hours, be 
permitted to be paid for it? The answer is Yes—a yes bound 
round and knotted with innumerable qualifications and exceptions, 
but nevertheless a definite affirmative. The justification for this 
sensible decision is twofold: first, that an interest extended beyond 
the narrow requirements of official duty is likely to increase the 
civil servants’ usefulness to the state ; and, secondly, that “the 
creative use by some Crown servants of the experience which the 
Government gives to all its servants is to be encouraged.” This 
phrase begs an awkward question about the non-creativeness of 
most civil service work ; nevertheless the effect of the new regula- 
tions ought to mean that a civil servant who is really keen about 
his work and wishes to write or give talks about it can now enter 
the open market on more equal terms with his fellow citizens. 
Any step which reveals Whitehall to the world and the world to 
Whitehall is to be encouraged. 


* * * 


A Good Tale Badly Told 


The Ministry of Education has published its first report 
since 1939.* For a story which is so full of event—the great 
evacuation in 1939 and its recurrent ebb and tide, the vicissitudes 
of wartime education, the long battle of the 1944 Education Act, 
and the hopes and disappointments of the postwar years—the 
record is quite astonishingly dully told. Surely the passage of 
an ambitious Act at a time when the country was fighting for 
survival and the great struggles to turn that Act into. effect 
could have been told with a.trace. more feeling and warmth. 
The report barely attempts to deal with the years 1939 to 1946: 
only 1947 is covered fully. 

The two main points of the educational contest consist on the 
one hand of the equalitari who have been given full political 
rein under the Labour Government, and on the’ other of those 
who believe more in the quality of education and fear that 
quantity may serve to level down standards. The report gives 
material to support both sides. 

By January, 1947, there were almost exactly the same number 
of teachers in the schools—188,00o—as in 1938; as, however, 
there were §00,000 fewer pupils the teacher-pupil ratio improved. 
The 400,000 increase in the school population, owing to the 
raising of the school-leaving age, has taken place slowly and has 
been matched by imcreases in staff. Numbers are still rising 
owing to the increase in the birthrate and will continue to do so 
for at least five years. In 1939 the school population in England 
and Wales was roughly $5,500,000 ; it was 5,000,000 in 1947; it is 
expected. to be 6,000,000 in five years’ time. The supply of men 
teachers is expected to be adequate ; it is women teachers for the 
young children who are gravely deficient. 

The capital programme for building has been cruelly hampered. 
The fourteen- to fifteen-year-olds have been housed mainly in 
prefabricated huts, for which special provision was made ; the 
permanent programme has fared much worse. In 1946 capital 
expenditure totalled only £7,000,000 and by the end of 1947 there 
was still only £17 million worth of work under construction. 
In the light of, for example, the expenditure on new housing, 


which for 1947 must have been over £200 million, this is very 
ee neon apne, 
* Cmd, 7426. 3s. 6d. 
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low. It amply explains the complaints of overcrowding, 
demned buildings and the like, which place the state schools at 
such a disadvantage in the eyes of parents making a choice b o 
state and independent schools for their children. 


* * * 


vt 
eS 


Is it Cricket ? a 


It will be a poor heart that does not rejoice at the stand 
taken by the committee of a local cricket club at the Staffordshire — 
Assizes last week, when sued for damages. A man passing their 
cricket ground was struck on the head by a ball hit for six by 
a batsman. The injured man sued the club for damages—undep 
standably, for few men have heads wholly resistant to descending 
cricket balls. The club, with that spirit of compromise which § 
not out of place even in cricket, offered the injured man gp 
ex gratia payment to solace his damaged crown, but hotly protested 
that they were under no legal liability to make any payment 
whatsoever for that kind of mishap. In law, a man is assume 
to accept the risks pecenats Seren on the playing of games 
in which he joins or which watches. Neither a player nor g 
man who takes a stroll on a golf links can claim damages #f 
he is injured by a ball in flight. His presénce on the course § 
sufficient for the law to say that he has voluntarily submitted © 
himself to the risks of such an injury. But to walk on a rb 
highway past a cricket ground is a different matter, and it 
be an interesting extension of this theory if the contention @ 
the cricket club is wel] founded. An observer of English Tex 
cricket today might well come to the conclusion that the risk 
of injury, either outside or even inside a cricket ground, from 4 
ball hit for six by an English batsman is virtually non-existent 
This, however, does not seem to be a Staffordshire view. Aus 
tralian papers, please copy. ; 


Shorter Notes 


In the second reading of the Representation of the People Bil 
in the House of Lords this week, Lord Salisbury announced that 
the Opposition did not intend to reject or amend the Bill, as it 
was a measure affecting the House of Commons, not the upper 
House. But he and other Opposition speakers used the occasion 
to denounce parts of the Bill, particularly the abolition of the 
university seats, for what they are—“a pretty shabby affair” © 
After reading the evidence brought up in support of the chasge © 
that a gentleman’s agreement has been flagrantly broken, one | 
feels that though the Conservatives may be vermin and even 
lower than vermin (vide a Note on an earlier page), they would 
not have been guilty of such a dirty trick as this. 4 
® 


It was announced last week, after The Economist had go 
press, that an agreement had been reached between the Mini 
of Pensions and the artificial limb industry which would 
every firm making a high quality limb to continue in produ 
In prescribing the type of limb required the Ministry of P 
surgeon will consult with the patient’s own surgeon, and the 
patient will be able to choose the limb from lists of 
approved by the Ministry. If he chooses a limb such as is 

by the Ministry’s contractors for Service casualties, he will 


it free. ii he chooses another make and it costs more, he will b 
charged the excess. 


* 


In a referendum organised by the Bar Council, a majority 
barristers have voted in favour of retaining the circuit system #% 
at present in existence without substantial change. No ot 
sponding referendum of litigants has yet been held to find 
out whether the additional barristers’ fees payable @ 
consequence commend themselves to those who are compelled & 
make use of the Courts. 


* ey 

Last week a High Court Judge suggested that it would be of 
public advantage if the registration book—or “ log book »_issued 
to every car owner were made legal evidence of his ownership 
the car. At present it is not, with the result that fraudulent sales 
of cars are rendered the more easy. The Board of Trade, or tht 
Ministry of Transport, might well consider appointing a ] 
mental Committee to advise on the merits, and possible dit 
advantages, of such a proposal. rs 


In the article on “Party Politics in Spain” which appeared i 
The Economist of June 19th (p. 1023) it was stated that or 
Angel Herrera might become a leader of a Spanish Christal 
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Letters to 


The Level of Government Expenditure 


Sir,—The text of articles IV and V in your series on “ Long- 
Term Economic Problems” is that Government expenditure 
should not exceed 2§ per cent of the national income. Although 
this is reiterated many times and viewed from various angles, no 
attempt is made to prove the validity of this proposition, based on 
Mr Colin Clark’s observation. We are left with the suggestion 
“If Government expenditure ought to be only 25 per cent of 
national income, then it is at present excessive” and this is not 
very helpful. 

The table on page 6 in last week’s issue sets out clearly the sise 
or fall of each part of national taxation and shows where the 
increase has arisen. But it does not prove that the increase is 
dangerous or that a return to the prewar arrangement would 
improve matters. The core of the problem, surely, is not whether 
the nation should spend a greater or smaller proportion of its 
annual income communally (through its Government), but 
whether in so doing changes are made in the distribution of real 
income, and whether in consequence aggregate income will be 
increased or decreased ? Not whether taxation should be reduced 
to some meaningless proportion (25 per cent or 30 per cent) found 
convenient by past Governments and perhaps by other countries 
in different circumstances, but whether in the long run the social 
dividend will be maximised. This I agree would be difficult to 
subject to precise analysis.—Yours faithfully, 

W. A. Cooper 


East Harting, Petersfield, Hants 

[It was stated—twice—that there was no absolute justification for 
Mr Clark’s figure of 25 per cent, and our own conclusions were based 
on 30 per cent. B.ut because the danger point cannot be exactly 
determined, it does not follow that there is no danger point. We 
were trying to follow exactly the line of argument that Mr Cooper 
recommends, with the exception that we tried to bring it down to 
earth by naming a figure, empirically arrived at.—Eprror.] 


The Dentists’ Grievances 


Sir,—In your article on dentists’ grievances, you correctly 
refer to differing levels of skill in relation to fees, but you omit 
reference to overhead costs. These overhead costs are added 
to not only by rent in what is called a good neighbourhood, not 
only by good furnishings and expensive equipment, but by a 
number of points such as properly spaced appointments so that 
the nervous patient can be carefully treated, and time allowed 
for the unexpected difficulty. 

I can best illustrate my meaning by drawing the contrast 
between two extremes. Take the men who had no cost of train- 
ing but were put on the dentists’ register under the 1921 act, 
whose equipment may be just what cannot be done without, who 
make no appointments, have no attendant for door or surgery, 
and whose overhead costs are therefore reduced to a minimum ; 
and on the other hand consider the men who have high rents, 
who have spared nothing to get equipment which will help to- 
wards good treatment, who make properly spaced appointments, 
and have the skilled surgery help which is absolutely necessary 
for good dental surgery, and it is clear that under the proposed 
scheme, the worse the dentist, the higher the remuneration. Your 
comments on the Estimate Board are fully justified, and I, for 
one, shall refuse to join in a scheme where decisions which should 
be my responsibility, are left to clerks in Eastbourne.—Yours 


faithfully, 
Dorotuy SMITH 
42 St. Giles’, Oxford 


What Are Profits ? 


Str,—In your article in your issue of June 12th you have taken 
up an old but very important topic, the relationship between profit 
in the economic sense of the word and profit as defined for income 
tax. You have left out, however, one argument which is perhaps 
decisive: economic and legal definitions are bound to collide here 
and there ; inequities have to be accepted for the sake of certainty 
of taxation. But inequities, uni tant or at least acceptable at 
a time when income tax was levied at a rate of 3s. 6d. or even 
eed Sone The : requires Glib boteide ts 
at present rate. system 1 nau: 





the Editor 


You quote as an example of the hidden “capital levy” the’ 


failure of the Inland Revenue to take into account fluctuations 
of stock value and provisions for the replacement of capital assets. 
Unfortunately this is only one example. The present income tax 
system considers as capital assets which are not available for any 
depreciation, for instance, payments for leases which are, 
economically, rent paid in advance, thereby shifting the burden 
of income tax from the owner of the land on to the shoulder of 
the leaseholder or tenant. 

You refute the well-known argument that the suggested change 
of the law would result in a loss for the Treasury, but this is not 
the whole story. The authorities have shown great reluctance to 
introduce legislation to avoid economic inequities, not only 


because this might reduce the amount of tax collected, but also 


because it might render obsolete the precedents decided by the 
Courts ; they have devised new clauses to be incorporated in the 
Finance Acts whenever the High Court has decided an argument 
in favour of the taxpayer. 

The accountancy profession has again and again drawn attention 
to various economic anomalies in our tax system and would have 
good reason for feeling frustrated. The failure to bring economic 
and legal definitions of profit in one line cannot be put at the door- 
step of the profession. What is necessary is that Income Tax 
Reform, shelved since 1931, be taken out of its drawer and dealt 
with speedily, use being made of the research work done by 
universities and professional bodies.—Yours faithfully, 


H. L. Bertak 
283, Watford Way, Hendon, N.W.4 


Raw Cotton Commission 


Sir,—In your issue of June 26th you say it is now generally 
accepted that the Commission’s new policy of fixing home issue 
prices at replacement costs is correct. 

Having accumulated very large stocks of many growths of cotton 
on advancing markets the Commission suddenly decided to de- 
mand replacement prices only when those prices were at the 
highest level since 1920, and at very much above this cost. At 
the present time prices demanded are 3d. to 5d. per lb. over 
replacement costs in most markets—z200,000 bales of Sudan cotton 
were bought, in bulk, at an average price of 36d. per Ib. f.o.b., say 
38d. cost to the mill. The average selling price demanded is §2d. 
per lb.— £26 per bale difference. 

Russia is reported to have resold recently to America 27,000 
bales of Kamak (long staple cotton), bought from Egypt by barter, 
at very much below present Egyptian prices, and to have offered 
(if not sold) 40,000 bales to the Commission also much below 
present quotations. What constitutes “ replacement values ” ? 

Export business in fine qualities is being paralysed because hard 
currency countries are refusing to pay prices which Lancashire 


From The Economist of 1848 


Fuly 8, 1848 
. .. . Again some hope arises that France may begin to 
recover. All the main sources of her wealth still exist as 
before the month of February. Her soil is umtouched—the 
knowledge, skill, and number of her people are undiminished 
—her agriculture is unimpaired—her great avine cultivation 
as flourishing as ever—her cotton and her woollen manufac- 
tures are nearly uninjured: and it is even remarkable that 
cotton sold well at Havre at the very height of the Paris 
insurrection: only her silk manufacture the ornamental 


manufactures of Paris have been partially destroyed, and she 


has, therefore, still the power of recovery from her disasters. 
The instant that the government inspires the people with a 
sense of confidence and _ security, enterprise, which is 
impatient to be at work, will ae in every quarter—money, 
which has rather been hoar than destroyed, will come 
forth—credit will revive, and all the energies of the people, 
if they be wise, will be directed to improve the ample means 
of prosperity which are yet in their hands. . . From the 
terrible events of the last four months, France has gained 
re. be a great mistrust of the many quacks, who 
welfare. i 
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is forced to ask. Also, with new crop cotton being offered for 
September /October shipment at 5d. per Ib. below present prices, 


exporters are compelled to limit business, because it takes six to ° 


nine months to convert raw cotton into cloth ready for export, 
when competitors will establish lower values. The absolute 
monopoly of the Commission is fortified in the Act by penalties 
on merchants importing cotton (to assist exports) of a fine of 
£500, and for two years’ imprisonment confiscation of their 
cotton! Our main export hope is thus throttled by Government 
action and exploitation. 

In any case, replacement values in the various countries from 
which we buy are completely out of relation to the spinning value 
of the respective cottons, No such thing as “ world values ” now 
exists, When the Liverpool market functioned all values of all 
growths and qualities were truly related daily, and accepted every- 
where. The facilities for hedging ensured a free world market 
in an international commodity.—Yours faithfully, 


A. Bryce Mur. 


Danger Signals in South Africa 


Sir,—With reference to your article in your issue of June 5th, 
I wish to make a few comments on some of your remarks. 

One of the main reasons of the Nationalist victory is often not 
generally realised. This is the fact that the rate of increase of 
the Afrikaans-speaking section is much faster than that of the 
English-speaking section. According to the returns of the 1936 
census the ratio between persons giving their home language as 
English to those giving their home language as Afrikaans was 
1:14.15 for the age group over 21 years of age but 1:1.83 for the 
age group 7 to 21. In the past the faster rate of natural increase 
of the Afrikaners was to a large extent balanced by gains for the 
English section through immigration, but immigration virtually 
ceased during the war. It is also generally conceded that the 
United Party failed to draw much support among the thousands 
of young Afrikaners that voted for the first time in 1948. 


Books and 


Apple of Discord 


« Apple of Discord.” 
320 pages. 21s. 


By C. M. Woodhouse, D.S.O. Hutchinson. 


Mr WoopHouse writes with authority of Greek affairs. He was 
one of the first British officers parachuted into enemy-occupied 
Greece, and was head of the British Military Mission there 
from August, 1943, until the Germans left Greek soil. He is a 
scholar of both the ancient and the modern Greek languages, and 
is also aware of Greece’s position in the Balkans and in Europe. 
The book contains a great deal of valuable information on: the 
numerous Greek resistance groups and political parties and on 
the attitude of Greek emigres and British military and political 
organisations, and summarises all important events in Greece from 


1941 to 1947. It is certainly by far the best work yet published 
on its subject. 


In spite of these merits the book leaves one unsatisfied. It is 
far too long, and its analysis is at once too complicated and too 
simple. There are mistakes of fact in the sections dealing with 
events in the Balkans outside Greece. There is too much imputa- 
tion of motive. Statements about the intentions of the Greek 
Communists, the Germans, and the Soviet Government, which 
cannot be more than guesses, are given as facts. Similar state- 
ments about British and American intentions, which may well be 
based on knowledge, are given without the evidence. This may 
be the fault of security regulations rather than of Mr Wood- 
house, but it is annoying to the reader. 


Mr Woodhouse proves convincingly that the EAM-ELAS 
organisations were always controlled by the Communists, and that 
the Communists have always aimed, and still aim, at the subjection 
of Greece to the Soviet Union. It follows from this that British 
policy should oppose them. Whether the best method was 
adopted is a point on which opinions will always differ. Mr. 
Woodhouse maintains that the moderate democrats should not 
have let themselves be diverted, by their fear of a Royalist restora- 
tion, from the struggle against Communism. Should they then 
have ac the leadership of the Royalist (Populist Party) poli- 
ticians wit their retinue of black marketeers and “ collabora- 
tionists” ? Mr Woodhouse himself shows that during the last 
‘three years the vindictiveness of the Right has driven many good 
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Informed comment in South Africa attaches very little im. 
portance to General Smuts’s recognition of Israel. Recognition 
of the state should they be elected was promised by certain 
Nationalists, and this was possibly the reason for General Smuts’ 
action. : 

The election results do reveal a greater rift between the English | 
and Afrikaans sections of the community than has existed at any 
time since Union, but the Nationalists enjoy very considerable — 
support in the cities. They won five of Pretoria’s eight seats 
and won eight seats on the Rand, besides losing four more seats 
in this area by very narrow majorities. Thousands of Afrikaness 
have trekked to the cities within the last few years. The Dutch 
Reformed Church recently announced that it had more members. 
in the cities than in the rural districts. ‘at 

The voting figures in total probably overestimate the strength’ 
of the United Party, as this party’s votes were cast for 127 cand® 
dates while the Nationalists only had 92 candidates in the field. 
Allowance for this factor would still give the United Partya 
majority, but probably a substantially smaller one than that 
revealed by the figures. a 

It is true that farming was largely subsidised in the past, buy | 
prices received by South African farmers for wheat, sugar ang 
maize are well below present world prices, and the effect of the 
subsidies is to the benefit of the South African consumer and 
thus indirectly to the benefit of the mines and industries, which 
consequently are able to pay lower wages. $4 

Your suggestion of a coalition government is not likely to receive 
the support of the Nationalists, who feel confident that they will 
be able to increase their majority at the next election. This i¢ 
based, firstly, on the fact that they can be sure of a substantial” 
majority amongst the young people who will be registered gg 
voters in the next five years, and, secondly, on the fact that there” 
are signs that they are obtaining some support from English 
voters who have similar views on the native question.—Yours 
faithfully, H. pe G. Laurie 

PO Box 595, Cape Town 


* 


Publications 


Greeks back into the arms of the Communists. Mr Woodhouse’s 
book will not cause extremists of either Left or Right to change 
their views. Its facts can be used to support either side. But at 
least it will show the unbiased reader that the problem is almost 
insoluble, and that British failure to solve it was not entirely due 
to wickedness, or even to stupidity. i 

Mr Woodhouse believes that the Greek problem can only be 
solved as part of the Balkan problem, that Greece can only enjoy 
security within a Balkan federation. He rightly stresses the 
economic, social, cultural and even ideological similarities between 
the Greeks and the other Balkan peoples. He is well aware how 
short-sighted and futile are the Greek, as also the Serb, Bulgat, 
Albanian and other nationalists. But the great question # 
whether this larger Balkan unity will spread over the Peninsula 
from the north, in the form of Soviet Communism, or from the 
south, under the leadership .of American political democracy. 
Mr. Woodhouse wisely refrains from detailed speculation, but 
the question with which the book ends is the only important one 


Land Use ’ 


“The Land of Britain—Its Use and Misuse.” By L. Dudley 
Stamp. Longman, Green and Company. 507 pages. 428, 
Dr Dubey Stamp started in 1930 the first comprehensive survey 
of the utilisation of every acre of land in Britain and, in the face 
of recurring financial difficulties, eventually piloted it through 
to successful completion. Most of the work was done voluntarily, 
and particularly creditable was the way in which the whole educa-: 
tional system, from schoolchildren to undergraduates and research 
students, was harnessed to the task of its own free will. The 
actual cost was about £53,000, much of which came from privalé 
sources, whereas payment for the work at free market rates wou 
have needed at least £200,000. This largely voluntary achi 
ment and the 92 detailed county reports which have : 
from it, should greatly assist the planning authorities in 
discharge of their new-found powers of control of land use. 
Dr Stamp’s book draws freely on the results of the survey t@ 
Present a comprehensive description of the land of Britain—ii® 
character and history and the changing pattern. of its 


This is a solid book, not to be read at a sitting—but merely/t 
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The 
Hulton Readership 
Survey 1948 


is now completed 


This new edition of what has 
already become a standard work 


of reference will be published 


ON OR ABOUT AUGUST ist 


Me 


SS 


Hultoa Press Limited, 43-44 Shoe Lane, London, E.C.4. 
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With watch imports severely restricted the release of Government 
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Britain’s 


Way Out 


By A. Grant McGregor 





| WRONG WAGE POLICY IS THE ENEMY, 


NOT THE PROFIT MOTIVE 





GRAHAM HUTTON 


in his broadeast reported in “ The Listener” said: “ What 
we need really is something like what the American 


| and British Engineer, A. G. McGregor, calls prosperity 
” 
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32 pages 1/9 net 
from Booksellers, or from 


THE BOOK CENTRE LTD., Distributors, 
North Cireular Road, London, N.W.10. 





“Led go by dose !.”’ cried the Elephant’s Child, pulling 
with all his might ‘‘ ’Tidn’t bade of indiarubber."’ 

** Rubber—stationery—blotting paper !’’ exclaimed the 
crocodile, letting go with a plop. ‘I. must have 
|| . blowing paper before I. shed another tear—I ll go to 
! Smith's tomorrow,’’ 

. . . but the Elephant’s Child, full of * ’satiable 
|  curtiosity’, has gone to Smith’s today. 
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glance through the numerous diagrams and illustrations will fas 
cinate anyone interested in farming or the countryside. The 
various types of farmland are classified and their broad distribu- 
tion shown ; the geographical distribution of crops and livestock 
is brought up to date to show wartime changes ; the effect of 
geological and climatic factors on agriculture, of mineral workings 
on the soil, and of accessibility on the use made of land are 
among the matters analysed and discussed. The mass of material 
collected in one volume for the first time will make this a standard 
work of reference of the highest value. 

Dr Stamp, however, attempts more than analysis. He gives an 
opinion on the basic principles which should guide land use 
plann:ing—mostly sound common sense with which few would 
quarrel—and he adds a more controversial outline of the possible 
changes in land use which may prove desirable. He concedes 
that the land occupied by houses and other uses which are 
agriculturally unproductive may have to be increased from §.5 
to Io per cent of the total area. This shows a more realistic 
attitude than is to be found, say, in the Conservative Agricultural 
Charter, although Dr Stamp rightly insists that the small area 
of really first class agricultural land—only 4.1 per cent of all 
land—should be zealously guarded. He believes that the arable 
acreage could suitably be increased from its 20 per cent prewar 
to 27.5 per cent of the surface, which would actually be a lower 
amount than will probably be required by the Government’s 
present targets. At the same time, permanent grass would be 
considerably less than prewar, although the stock-carrying capacity 
of all grassland might be 40 per cent greater. These figures 
assume, without reference to the economic cost, the improvement 
of much rough grazing. Admittedly, these estimates can be 
no more than intelligent guesses ; but it is interesting to find an 
expert who is proceeding on technical rather than economic con- 
siderations (and consequently might be expected to be more 
sanguine), implying that the possibilities of agricultural expansion 
are rather more circumscribed than either Government or Opposi- 
tion, or general public, seem prepared to believe. Indeed, Dr 
Stamp’s book is now sobering, now (as over the scope for afforesta- 
tion) exhilarating, in its revelation of the possibilities of land 
utilisation. 


The Problem of Cartels 


“ International Cartels.” A League of Nations Memorandum, 
1947. 53 pages. 2s. 6d. net. 

“ Cartels or Competition ?” By George W. Stocking and Myron 
W. Watkins. The Twentieth Century Fund, New York, 1948. 
516 pages. $4. 


AT atime when the Monopoly (Inquiry and Control) Bill is before 
Parliament no books could be more timely than these. They 
are both the product of intensive and devoted study to a problem 
which, in spite of all that has been written about it, seems to be 
more open to controversy than ever. Both publications deal 
exhaustively with the international aspects of industrial and trade 
monopolies, the exclusion of which might dangerously jeopardise 
the scope of national anti-cartel legislation. This is another 
reason why these two treatises should be particularly welcomed 
by British economists and politicians at this juncture. 

The League of Nations publication, which is the shorter, 
describes some of the more significant features of the develop- 
ment of cartels in the inter-war period, and then proceeds to 
more specific problems such as the relation of cartels to short- 
run fluctuations of the trade cycle ; it also deals with long-term 
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factors, neatly distinguishing in its argument between raw 
and industrial cartels. It is interesting to find that the Repon 
comes to the conclusion that properly operated buffer stock — 
schemes are preferable to restriction schemes. 
It is evidence of the topicality of the subject that Mesgry 
StocRKing and Watkins have also devoted large sections of their 
study to the same problem—how far cartelisation—national ‘ 
international—could and should be used as a means of avoiding 
heavy fluctuations of output and trade. They do not favour the 
idea that restrictive organisation and control of domestic markets 
by private trade groups should be regarded as a means of pre 
venting governmental control of production and distribution; 
nor do they approve of the restrictive aims of the World Trade 
Alliance. 


One of the interesting features of the publication as far ag jt 
relates to regulation of cartels, in the national as well as the inter. 
national sphere, is the close and critical attention which is given 
to the Draft Charter for the International Trade Organisation 
of the United Nations (ITO), of which Chapter V, which i 
to restrictive business practices, is reprinted in full. As to, the 
future of the American cartel policy it is urged that it should 
have two parts: action through ITO, and action taken by the | 
United States alone or in combination with a few other countris, 
These policies, the authors say, need not conflict; rather they 
should complement one another. But they are well aware, asso 
many others are, that even if a policy for curbing cartels wag 
vigorously followed, it would take time to eliminate restrictive 
business practices. Pig 


If, however, it is really considered that anti-cartel and anti 
trust legislation of single states, or an organisation of co-operating 
nations is uncertain in effect and slow in results, why have 
authors not dealt with such simpler action as the restoratio; . 
America and Britain of the full meaning of the common law 
doctrine of restraint of trade? In their chapter on Britain, which 
makes interesting reading, the effect of the frequent evasion of 
this doctrine by trade associations and price maintenance 
schemes should not have been ignored. By re-opening the gates 
of free competition more may be achieved than by control of 
monopoly. <i 


An Economists’ Economist 


“Studies in the Theory of Welfare Economics.” By Melvia 
Warren Reder. Columbia University Press. Published in 
Great Britain by Geoffrey Cumberlege, Oxford University 
Press. 208 pages. 16s. re 


WRITERS on the economics of welfare, particularly since Professor 
Robbins’s “Nature and Significance of ic Science” 
austerely circumscribed the economist’s legitimate field, } 
been uncomfortably open to attack on the grounds that ty a 
their economics with moral and social judgments drawn from af 
entirely different universe of discourse—judgments possibly quifé 
easy to sustain by non-economic argument, but as out of place if 
a strictly economic context as notions of colour and texture if 
a treatise On geometry. Dr Reder’s achievement is to conta 
a framework of welfare theory to which such strictures canndt 
be applied. He keeps to the most rigid assumptions ; for his 
theory, individual satisfactions need be neither comparable nor 
measurable ; he builds on an unimpeachable foundation of im 


difference curves, making use of a “Compensation Principle” | 
thus framed: : 














ie 

Welfare will be increased, decreased or left unchanged by a given 
economic reorganisation depending upon whether the algebraic sum - 
of all compensating bounties and taxes is positive, negative or zer0, 


It will readily be guessed from the above that Dr Reder is am 
economists’ economist ; the general reader hardly needs 10 be 
warned off a book in which almost the only relief from this a 
of thing is provided by excursions into mathematics. It oe 
however, an impractical book. In the fields of monopoly. E 
—just what does the public lose by monopolistic price policy = | 
and of employment policy—how important, relatively, are full 
employment of resources and the optimum allocation of those 
hitherto unemployed ?—it casts a light on problems of 
day-to-day .importange.. And _ the closi sg 







managed to preserve unimpaired through all his vo 
theoretical stratosphere, and envy—from any British read 
for that consciousness of economic sea-room which ¢ 
Americans can reasonably enjoy, 
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AMERICAN SURVEY 





Congressional 


(From Our US 


M® TRUMAN, in the course of his Western trip, com- 


plained that the Eightieth Congress had been the worst 
in history. A few days later, apparently out of gratitude for one 
sin left uncommitted, he revised his opinion and admitted that 
it was only the second worst. In the interval he had, no doubt, 
been reminded that the Congress which tried to impeach 
Andrew Johnson was—at least from the President’s personal 
point of view—even more reprehensible. 

When the President and the Congress are of different parties 
neither is likely to cut a very good figure. The President seems 
to be ineffective and grumbling ; the Congress appears to be 
forever picking quarrels and going out of its way to render the 
Executive branch helpless. To an extent, this appearance is 
deceptive. Much that is done by both is political, not legislative, 
in intent. The President asks for measures which he believes 
to have popular appeal, in the confident hope that Congress 
will refuse to pass them and will leave him in undisputed pos- 
session of a block of voters. The Congress passes Bills, designed 
solely to annoy the President and hamper his operations, in the 
certainty that he will veto them. It can then accuse him of 
thwarting the will of the people as expressed through their 
elected representatives. 

During such a period, it is wiser to judge the quality of a 
Congress by what it has done rather than by what it has left 
undone, Failure to grant all that the President, as head of the 
Opposition, requests is no misdemeanour. The House and one- 
third of the Senate having been elected more recently than the 
President, Congress can reasonably argue'that it is closer to the 
people than is the Administration. Judged only by what has 
been accomplished, the Eightieth has probably a better record 
than any previous Congress working under the same handicap. 

Had the House been as good as the Senate, or had both done 
as much at home as in the international field, the Eightieth 
Congress would be remembered as an unqualified success. 

The Republican platform summarised its accomplishments 
or, at least, those of which it was sufficiently proud to remind 
the voters, as follows: 

The long trend of extravagant and ill-advised Executive 
action reversed ; the Budget balanced ; taxes reduced ; limitation 
of Presidential tenure to two terms passed ; assistance to veterans, 
their widows and orphans provided ; elimination of the poll-tax 
as a requisite to soldier voting ; a sensible reform of the labour- 
law, protecting all rights of labour while safeguarding the entire 
community against those breakdowns in essential industries 
which endanger the health and livelihood of all ; a long-range 
farm. programme enacted ; unification of the armed services 
launched ; a military manpower law enacted ; the United Nations 
fostered ; a haven for displaced persons. provided ; the most far- 

- reaching measures in history adopted to aid the recovery of the 
free world on a basis of self-help and with prudent regard for 
our own resources, 

The first three of these boasts, forgetting the partisan 
adjectives, are upheld by present facts, though only the in- 
dubitable, but not necessarily commendable, fact that taxes were 
reduced can be credited to the Republican Congress. It is still 
doubtful whether the tax reduction Bill finally passed on April 
and (over the President’s veto) will allow a balanced budget in 
the next fiscal year, And it is even more doubtful whether a 
party, which purports to be the prophet of sound finance, should 


Balance Sheet 
Editorial Staff) 


be content with a policy which permits of no debt reduction in 
time of boom and risks an increase in the public debt should 
there be even a minor slump. 

The constitutional amendment limiting the Presidential tenure 
to two terms is a measure calling for no special commendation. 
It was one of many proofs that the Republican Party is still 
engaged in an unrelenting struggle with Mr Roosevelt. A con- 
stitutional amendment must be ratified by three-quarters of the 
State Legislatures before it becomes effective. Only 21 (of 
which 19 are Republican controlled) have so far ratified this 
one, but, since Mr Dewey’s nomination, it has been reported 
that a number of Democratic states, which had until now been 
lukewarm to the proposition, are preparing to act. By 1956 
the Republicans may be feeling less triumphant at this victory 
over the dead. b 


There are few Congresses which do not claim (with justifica- 
tion) to have done something for the veterans—and for their 
votes. The Eightieth increased the allowances for those re- 
ceiving college training, on-the-job training and part-time 
instruction in specialised schools, increased the compensation 
for disabled veterans and raised the pensions of widows and 
dependants of those killed in the war. The increases were 


necessary and were not large enough even to take care of the rise. 


in the cost of living since the scales had first been fixed. Had 
the “attack on the basic causes of inflation,” pledged in the 
section of the platform dealing with the future, been undertaken 
during the last session, they might not have been so urgent. 
“ Congress,” as the Washington Post said, “ failed to cope with 
inflation. Indeed, its enactment of the Tax Bill and its failure 
to renew curbs on instalment buying stoked the fires of infla- 
tion.” It is not unlikely that the veterans would have preferred 
the passage of such measures as the Taft-Ellender-Wagner 
Housing Bill (instead of the makeshift Act which only encour- 
aged the banks to lend them more money with which to buy 
their over-priced homes), Federal aid to education, the expansion 
of Social Security and Health Insurance, and an increase in the 
minimum wage, to the sops which were rather negligently 
thrown their way. 

The elimination of the poll-tax in soldier voting was an 
amendment to the Draft Bill for which the Congress can take 
credit, But other amendments, to prohibit racial discrimination 
in the armed forces and to withhold contracts from firms that 
“ refuse employment because of race or colour,” were defeated. 
The Republicans, however, will probably get the negro. vote, 
largely by default, without having done much to deserve it. 
They will not get the vote of organised labour, though the Taft- 
Hartley Act, on which they will lose it, has proved, with the 
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exception of one or two clauses, which are being studied by a 
joint committee and are likely to be revised in the next Con- 
gress, to be by no means the “Slave Labour Bill” that its 
opponents prophesied. 

The farm legislation, for which the Republicans take. credit, 
was substantially an extension of that begun under the New 
Deal. A permanent and somewhat complicated method of sup- 
porting prices was accepted by the Senate, but not by the House, 
which only passed a stop-gap measure continuing the present 
programme. Finally, at the last moment, a compromise was 
reached by which the existing programme was extended until 
1950, at which time the Senate’s long-term system will begin 
to operate. Not mentioned in the Republican balance-sheet 1s 
the failure of the Senate to pass the Bill repealing Federal taxes 
on margarine. Representatives of those states which grow 
cottonseed and soya beans, from which American margarine is 
made, joined those from the cities in passing the Bill. But in 
the Senate the agricultural states have a proportionately higher 
representation and the Bill got nowhere. 


The Eightieth Congress can, perhaps, take some pride in 
having screwed up its courage, in an election year, to the point 
of passing even a half-hearted conscription law, but it can get 
little satisfaction out of its panic decision to buy a seventy-group 
air force in the hope of avoiding universal military training. 
Unification of the armed services was, indeed, as the platform 
says, launched. But it sank at once with no more than its mast 
visible above the angry waves of inter-service rivalry. 


It is a considerable exaggeration to call the Displaced Persons 
Act the provision of “a haven for displaced persons.” Under 
the Act 205,000 immigrants are, in theory, to be allowed to 
enter the country, but a series of ingenious clauses ensures that 
it is Protestants from the Baltic and Eastern Poland who come 
in—not Jews or Catholics. Refugees from Communism are 
welcomed by Congress, not the victims of Fascism. And it avas 
against Communists in the first place, and only incidently against 
Fascists, that the Mundt-Nixon Bill and the loyalty test legisla- 
tion, both of which got lost in the scramble of the last few weeks, 
were directed. 

* 


The record of Congress in foreign affairs was as good as its 
performance in the domestic field was bad. During the eighteen 
months when it was in session, the President asked for an un- 
usual amount of important legislation to make the Administra- 
tion’s foreign policy effective. With a few exceptions he got 
all he asked for. When the problem was—as it usually was— 
one of giving financial aid to other countries, his requests had 
to be accepted by the Appropriations Committees of both 
Houses as well as by those with specialised knowledge of foreign 
affairs. Yet, one by one, the Greek-Turkish aid programme, 
interim aid and the emergency addition to interim aid, the 
China aid and European recovery programmes, went through 
Congress without serious disfigurement. Finally, Mr John 
Taber’s attempt to cripple ERP, which he supported with a 
series of ignorant and vindictive broadsides, was decisively 
beaten by the skill and patience of Senator Styles Bridges. No 
Congress, of either party, has ever achieved so much, and the 
Republicans are entitled to the credit they take in their platform. 

The fostering of the United Nations, to which they refer, 
was also genuine. Apart from the Vandenberg Resolution, the 
significance of which in American politics cannot be exaggerated, 
there were other indications that the United States intends to 
expand its interest in international organisations—the Inter- 
American Treaty of Reciprocal Assistance, the decision to join 
the International Refugee and World Health Organisations 
within the UN and the Caribbean and South Pacific Com- 
missions outside it, for example. The charter of the Inter- 
national Trade Organisation was not submitted to Congress for 
ratification during the session, for the reason, perhaps, that the 
one dangerous example of back-sliding displayed in the foreign 
field was the refusal to extend the Trade Agreements Act for 
more than one year. This was evidence that the old Adam 
was still alive in the Republican Party, but the total balance 
sheet suggests, and the decisions at Philadelphia bear it out. 
that he is not as hale and hearty as he used to be. 
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American Notes 


Democrats in Distress 


The opponents of Mr Truman inside the Democratic party— ~ 
and the extent of last week’s revolt showed how numerous they — 
are not only in the south and the left wing, but among the city _ 
bosses whose only concern is to keep the party in office—have 
been fighting to keep next week’s Convention “ open.” Delegation 
after delegation has been left uninstructed or bound to Mr Truman 
by the lightest of ties. But General Bisenhower’s tardy intimation — 


“ 


that “at this time” he could not enter 


partisan political con- 


tests ” or be a candidate for office, has shut the only door through =| 
which all the chief elements in the party were prepared to bolt, — 
The combined efforts of Mr James Roosevelt, of the 


southern leaders and of the party bosses have failed to 


convince General Eisenhower that it is his duty to salvage 


the Democrats this year. But the pre-convention cau 
of the dissidents summoned for Saturday will find it diffic 


if mot impossible, to discover another alternative to Mr 


Truman. General Eisenhower combined two supreme attractions: © 


a distinction and a popularity, attested by every public opinion 


poll, with a minimum of public views on controversial subjects, 


which would have made it easy for Democrats of every persuas.on 
to rally behind him. Compared with the General, the other 
available candidates, from the President down, suffer from @ 
surfeit of views and a poverty of votes. Mr William Douglas, 
the Supreme Court Justice, has enthusiastic supporters on the 
left, and might draw votes away from Mr Wallace, for he has 
always been among the most eminent and consistent of New 


Dealers, but he would be almost equally unpalatable to the South 


and 10 the party bosses, who are only interested in a winner 
Mr Roosevelt’s long reign blighted the careers of his possible 
successors. 


The proceedings at Philadelphia next week promise tq be as . 


much like a wake as the Republican Convention resembled a 
wedding. The platform committee has hopes of building 


a slender bridge over the civil rights gulf between the party’s | 


southern and northern wings. This would be done merely by 
reprinting the pious hopes of the 1944 programme, which affirmed 
the belief that minorities “have the right to live, develop and 
vote equally w.th all citizens,” though the South may demand an 
additional states’ rights clause as the price of its solidarity. 
Although only 26 southern delegates are pledged to Mr Truman, 
only 69 are committed to “take a walk” if he is nominated. 
The remaining 282 are unpledged, and M1 Truman is counting 
upon these “sitters” to make up the necessary majority of 
618 votes. 

But the attempt, and the failure, to draft General E:senhower 
cannot but have further disorganised the party and unnerved 


Mr Truman. For the Democrats, so recently invincible, to have . 


tried to press the highest honour in their giving upon a man of 
whom it is not even known that he is a Democrat is an unparalleled 
public confession of polmical bankruptcy. If Mr Truman is 
nominated, he will not even be able to count upon his own party 
for more than apathetic support. 


x * * 


Setting Sail for Victory 


Unlike Governor Warren, who has never lost an election, 
Governor Dewey is as accustomed to defeat on his first attempt 
as he is to victory on his second: neither candidate is likely to 
break his electoral habits next November. Both are comparatively 
young, both have attractive wives and teen-age children, both 
have proved their vote-getting ability. The all-important inde- 


pendent voters have always been attracted by Mr Warren, whose _ 
solid yet warm humanity and liberal sympathies offset at least — 


some of the deficiencies of Mr Dewey’s 


political personality. — 


New York State is almost certainly in Mr Dewey’s bag, California — 
in Mr Warren’s. Both are states in which the Democrats had — 
hoped for success and under the electoral college System a Presi- 
dential candidate can hardly hope to win without the support of — 


at least one of them, It is not surprising thatthe Republicans — 
are sure that they are setting sail for victory on. “thi? perfect 


dreamboat of a ticket.” gh 
There will be nothing else dreamy about Mr Dew 
paign, as he has already shown when repaying his de 
Republican machine in Peansylvania. has on 
sentative Hugh D. Scott of Philadelphia to the chai ship of 
the Republican National 
dent, it is not Mr Scott who will manage the presidential campaign 
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but Mr Herbert Brownell, Mr Dewey’s experienced organiser. 
Mr Dewey and Mr Warren are stream-lined Republicans, a type 
which is more noticeable outside Congress than within it, and 
they obviously intend to maintain their detachment from the Old 
Guard. On balance, this detachment will probably pay good 
dividends during the campaign, but it may become a liability 
when Mr Dewey arrives in Washington, a city of which neither 
he nor his advisers have much experience, and has to establish 
good working relations with Congress. Mr Scott, who is more 
progressive than might be expected from his political connections, 
may then come into his own. 

The first serious storm which the new President has to ride 
may be the inflationary typhoon which neither his Democratic 
predecessor nor the Republican Congress has been able to stem. 
The clouds are once more gathering and, from present forecasts, 
may break with overwhelming violence next January, just in time 
to drown Mr Dewey’s election promises. Neither he nor the 
Republican Party has as yet indicated what brand of lifebelts they 
intend to offer and the campaign may be fought on this issue. If 
the storm does break, Mr Dewey will have to provide more than 
an honest, careful and efficient administration. Imaginative 
leadership will be called for and no one is sure that he is capable 
of this. 

Mr Dewey has, however, a more immediate opportunity to 
prove that he can meet his responsibilities, He has always taken 
the credit for initiating the bi-partisan approach to foreign policy 
and he is now doing the same for “charting details” of the 
Marshall plan. He might be well advised to lay the foundations 
for a similar claim on American policy in Germany. His adviser, 
Mr John Foster Dulles, differs from the Administration on this 
question and favours a policy based on the strengthening of France. 
There is; therefore, a danger that this may be the next target 
of the attack which Mr Dewey has already directed against the 
Administration’s policy in China and Palestine. He has made it 
clear that he intends to fight his campaign on foreign as well as 
domestic issues, but any indication that the United States is not 
united in its determination to maintain a firm stand on the funda- 
mental German question would have international repercussions 
that might prove very embarrassing to Mr Dewey when he-arrives 
in the White House. The long-term advantages of allowing him- 
self to be associated during the election campaign, this year as he 
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was in 1944, with the formation of official foreign policy might, 
therefore, counteract the immediate political handicap of such an 
association. But the Democrats would be equally handicapped 
by it and so far Mr Truman has shown no more readiness to 
welcome it than has Mr Dewey. 


* * » 


Captive Coal and the Union Shop 


The steel companies which operate “captive” coal mines 
have at the last moment refused to sign the contract won by Mr 
Lewis from the commercial coal companies. The captive mines 
produce about 10 per cent of the nation’s soft coal; it is their 
40,000 miners, with a certain number of sympathisers, who have 
not gone back to work after the miners’ holiday. The wage and 
welfare concessions in the coal contract further undermined the 
case against a rise in steel wages, but the chief objection of the 
steel companies is that the contract, by perpetuating the union 
shop, violates the Taft-Hartley Act. They have accused Mr 
Lewis of an unfair labour practice, requested an injunction, and 
are evidently counting upon the need for maintaining steel pro- 
duction to prompt the government to ban the strike. 

The Taft-Hartley Act not only forbade the closed shop, but 
provided that a union shop (under which employees must join 
the union within 30 days if they do not already belong) might be 
granted only after a majority of the employees had voted for it 
in an election held by the Labour Board. These elections have 
proved a costly and time-wasting burden. The Labour Board has 
been turned into a Board of Elections with the result usually a 
foregone conclusion. In virtually every case the employees have 
voted almost unanimously for union security. The hope of the 
sponsors of the Act that the taking of a vote would restore the 
freedom not to be unionised has been wholly disappointed. One 
of the earliest amendments to the Act will eliminate these elections 
in cases where the union is certified by the Labour Board. 

Mr Lewis’s miners would vote for the union shop with even 
more solid enthusiasm than most unions. But Mr Lewis has 
refused to comply with the Taft-Hartley Act by swearing that 
he is not a Communist and filing his financial secrets with the 
Department of Labour and he cannot, therefore, request an elec- 
tion to be held. The steel companies, which hope next year to 
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persuade the Steelworkers’ Union to comply with the Taft- 
Hartley Act, evidently feel they would weaken their case by sign- 
ing the coal contract without a protest. But the willingness of 
most of the coal companies to forgo the advantages of the letter 
of the law, for the sake of peace, seems likely to be matched in 
the shipping dispute. Officially the union hiring hall, which has 
brought order into a»chaotic industry, has been declared illegal 
as another name for the closed shop. But nine shipping lines 
have agreed to sign a contract continuing the hiring hall and the 
others are expected to agree. 


* * * 


Testing the Labour Act 


It is too early, by several years, to assess the effects of the 
Taft-Hartley Act on labour relations. The Act was passed in June 
last year, but most of its provisions did not come into effect until 
August, and in some cases are only coming into effect now. The 
automatic check-off of dues is prohibited, for example, after July 
1st. Some closed shop provisions, embodied in contracts s 
before the Act was passed, are legal until the contracts expire. 

It is frequently pointed out that despite two costly coal strikes 
the Act has cut both the number of strikes and the man-hours lost. 
It is true that the procedure laid down for dealing with strikes 
against the national health and welfare has been invoked five 
times in coal, telephones, shipping, meat-packing, and atomic 
energy. Also most of the complaints brought under the Act have, 
contrary to expectation, been brought by unions ; employers have 
been slow to take advantage of their new bill of rights. But the 
true test of the Act will come, not at present, when easy money 
for wages and profits lubricates industrial relations, but in leaner 
times when employers are forced to drive harder bargains. 

Progress has been very slow in clarifying the meaning of various 
clauses of the Act, as it was in the case of Wagner Act ten years 
ago. Although a dozen injunctions have been granted against 
unfair labour practices, mainly against unions, none of these cases 
has yet been heard by the National Labour Relations Board. The 
Supreme Court has been almost as uncommunicative. Labour 
unions considered that the prohibition of political expenditure by 
unions was the most vulnerable clause in the Act, because it could 
be argued that it infringed the freedom of the press. Mr Murray 
therefore made a valiant effort to infringe the law in order to 
hasten a decision.. In a §-to-4 decision, however, the Court has 
held Mr Murray innocent, on the grounds that the law, however 
loosely drawn, was not intended to prohibit political articles in 
regularly issued union newspapers. In effect, it declared the law, 
as well as Mr Murray, innocent. But the majority refused to rule 
on the validity of other types of union political expenditure, such 
as radio broadcasts or free distribution of campaign material to 
the general public. 

The Court has upheld the constitutionality of the requirement 
that unions file their financial statements with the Department of 
Labour before they can enjoy the services of the Labour Board, 
but it has not yet passed on the non-Communist oath required 
of union officials. At present, the chief hold-outs are Mr Lewis’s 
Mineworkers, the Steelworkers, and a dozen left-wing unions 
affiliated with the Congress of Industrial Organisations. But with 
the exception of Mr Lewis, they are finding the position increas- 
ingly untenable. Local unions resent being barred from the 
advantages of recourse to the Labour Board, and there is a steady 
fiow of refugees to the complying unions. On the left, this is 
denounced as “ raiding ” 3.0m the right it is defended as * giving 
asylum”; but under either mame it exerts a constant pressure 
toward compliance. 


* ¥ ¥ 
Attacks on Anti-Trust 


Congress has not neglected its usual election year pastime 
of befriending small businessmen ; during the summer, members 
of the House Small Business Committece will pass such time as 
they can spare from electioneering in investigating ways of 
tightening the anti-trust laws, and a sub-committee of the Senate 
Commerce Committee has been authorised to study both 
the imcreasing concentration of economic power in the United 
States and the impact of the basing-point freight system on prices. 
The first and wider aspect of this inquiry would presumably 


_have brought up to date the exhaustive researches into monopoly 


carried out by the Temporary National Economic Committee just 


_ before the war. But the sub-committee has announced that, for 


the present at least, it will devote itself to the second part of 
the investigation, which was proposed by Senator Capehart as 
the result of the Supreme Court’s receni basing-pcint decision, 
oe in The Economist of May 15th. 


Court ruled that the multiple basing-point system, under 
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which prices, including freight charges, are set at certain, ni 
places rather than at actual shipping points, was illegal, Ti, 
decision applied to cement manufacturers, but the Federal Trage 
Commission hopes that industry in general. will avail itself of the | 
opportunity to conform voluntarily to the decision, and fy 
reinforced its hope by issuing a restraining order against tile agg 
brick manufacturers who are accused of similar practices, “J 
dustry’s chief concern is that the decision may have made it unlay. 
ful to pursue the common system by which the seller absophy 
freight costs ; the members of the FTC disagree among themsely 
on this point. ‘The majority hold that the cement case has no reg. 
lutionary effect but is a simple re-affirmation of the basic ang 
trust provision that conspiracy to fix prices is contrary to the 
American system. The Commission has refused to advise on the 
legality of the existing systems of pricing, and the conseque 
uncertainty throughout industry, from steel to sugar, has resuligg 
in an appeal to Congress for relief from the disruptive effects 
the decision. Senator Capehart’s inquiry is presumably @ 
answer to this appeal, but, in the opinion of the chairman of @ 
FTC, it would be impossible to legalise the practices prohibitg 
by the Supreme Court decision and also preserve the anti-try 
laws. a 
Just before its adjournment Congress won a minor vict 
against these laws by passing, over the President’s veto, the Ri 
Bulwinkle Bill which had been before it for several years. 
Bill exempts railroads and other common carriers from 
trust prosecution in connection with rate agreements, provi 
these are approved, as being in the public interest, by the 
state Commerce Commission. This independent authority 
practically unlimited control over railroad rates, and the new 
does not alter existing practices to any radical extent. The Pre 
sident in his veto message declared that the Bill gave immuni 
from the anti-trust laws without providing adequate safeguai 
for the public interest, but the protection which it offers 
railroads against anti-trust prosecutions, now pending in th 
Courts, seems to be a greater objection to it. The Bill's vi 
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porters, however, claim that it removes the uncertainty into 
these cases have thrown the railroad industry and strengthens 
position of the ICC. ' is 
The Supreme Court itself, by a vote of 5 to 4, has recet 
refused to be persuaded by the Department of Justice that» 
Sherman Act would be violated and competition eliminated 
the United States Steel Corporation was allowed to purchase fhe 
Columbia Steel Company, the largest steel fabricator on the | 
Pacific Coast. But the minority opinion of the Court held tha 
great size, a menace in any industry, was especially serious @ 
steel, because of its importance in the national economy, and that 
the acquisition of this plant would give the United States Sted 
Corporation, which already owns the huge Geneva producilg 
plant in Utah, unquestioned domination in the west coast af@ 
and would protect it against the growth of independent firms in 
that area, . 
* ” * 


Segregation Without Discrimination ? 


Two days after President Truman signed the Selective Servite 
Bill, Mr Philip Randolph, of the Brotherhood of Sleeping Git 
Porters, announced the formation of a League for Non-Violent @ 
Civil Disobedience against Military Segregation, and said 
unless Mr Truman has issued an executive order against 
segregation in the Armed Forces before August 16th, the League 
will urge non-compliance with the new draft law upon boli 
whites and negroes. Mr Randolph warned a Congressional Com 
mittee last March that he would take such action if a draft law 
was passed which did not abolish segregation. The Act does not 
contain such a provision; nor does it, however, contain th 
ane — ane by Southerners in both Houses, 
would have i segregation. Mr Randolph is well re 
that he and his supporters face imprisonment and fines, tne 
believes that legislation which violates “the sacred worth and 
personality of the individual” ought itself to be violated 
“ Negroes are in no mood to shoulder a gun for democracy abroad 
as long as they are denied democracy at home.” 

It is doubtful whether Mr Randolph has assessed the ae 
mood correctly or whether his “ bargain with patriotism” wi 
win wide support. But there is much s) thy, not confined @ 
negtoes alone, with his protest against the e of the Arm *) 
Services to implement the instruction, published in Mr Trumatt 
Civil Rights Message at the beginning of the year, that they elif i- 
nate discrimination as soon as possible. The negroes put the chit 
responsibility for this failure on the Secretary of heme, 
Royall from North Carolina. He takes his stand on the assertid® 
that segregation, as practised in the Army, is not discriminatory}: 
Mr Truman has refused to commit hi on this point, but 
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Republicans definitely oppose such segregation in their platform. 
Present Army procedure follows the recommendations of the 
Gillem Report, made soon after the war; negroes are separated 
from whites at the company and battalion level, but the segregated 
companies are included in the same regiments. The Army con- 
tends that complete integration of the two races would in fact 
be discriminatory, since the average intelligence of recruits 
is below that of whites, and therefore in mixed units negroes 
would be unlikely to win promotion. 

Such a contention will hardly appeal to the negroes, by whom 
in any case segregation and discrimination are indivisibly linked. 
This link is the basis of their opposition ro the scheme for regional 
colleges for negroes, proposed by the Southern States as their 
answer to the Supreme Court’s insistence tat equal educational 
facilities must be offered to whites and negroes (described in The 
Economist of February 21, 1948). The Southern request for 
Congressional approval of this scheme confirmed the suspicion 
that its purpose was the perpetuation for segregation rather than 
better education for negroes. Since education is a State, not a 
Federal, concern, such approval was not believed to be necessary, 
but it would have given Federal authority for the segregation 
which is an essential part of the scheme, and thus might have 
strengthened the Southern case in future legal battles. The Bill 
was passed by the House, but the Senate rejected it by one vote. 


Shorter Notes 


The fiscal year which closed on June 30th brought a Budget 
surplus of $8.4 billion, by far the largest on record, and one 
which compares with a Presidential estimate of $7.5 billion in 
January last. Expenditures, mainly on foreign relief and defence 
accounts, fell by $1.4 billion on January estimates. From the 
nominal surplus for 1947-48, $3 billion will be charged against 
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expenditures on the European recovery programme d 
1948-49. = E 


* - 


The two Weichel Bills passed by the House to increase ships 
ping subsidies and extend them to lines in domestic as well ag 
foreign traffic were not even brought to a vote in the Senate, 
and the attempt to write a more limited Senate measure og 
shipping was abandoned. , 
The United States exported about 580 million bushels of srg 
and flour in the past twelvé months. This was an all-time record 
and surpassed by 10 million bushels the goal set by the President, 
It is expected that the United States will need to export only 
480 million bushels of grain in 1948-49. L 

* “ 


A liaison committee between the Maritime Commission and the 
Military Establishment has been set up to integrate merchang- 
ship construction with the defence programme. A sbi 
$178 million was authorised this year by Congress, to provide 18 
passenger-cargo vessels, 20 tankers and two passenger trailer 
vessels. Discussions on this programme will start immediately 
with builders, who are permitted a subsidy under the 1936 Mere 
chant Marine Act to compensate them for the lower prices. 
prevailing in British and European yards. 

* : 

Idlewild, New York’s international airport, opened officially on 
July 2nd without the blessing of several domestic airlines. he 
disagreement over leases between the Port of New York Authority 
and the airlines has yet to be settled, and both sides are apparently 
involved in negotiations with the Teterboro Air Terminal in New 
Jersey. Whatever the results of the battle, it is unlikely that 
passengers will benefit. 4 


o 
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Peasants Under Tito 


(From a Correspondent 


Md if any of the foreign visitors to Jugoslavia this summer can 
have guessed that there was going to be trouble between Tito 
and the Cominform. But in the past few months it had been 
evident that there was some trouble inside the country. This was 
thought to be an internal struggle over policy and power which 
would settle itself. It was also clear that great strain was being 
caused by the efforts to achieve the high aims of the Five Year 
Plan. Neither of these things was secret. The latter was a problem 
openly discussed by leaders and people alike. Both were dealt 
with in two illuminating speeches made in April by Edward 
Kardelj, Deputy President of the Federal Government, and by 
Boris Kidric, chairman of the Economic Council. 

It was Kardelj—one of those denounced in the Cominform 
attack on Tito—who made public the basic disagreement between 
Jugoslav leaders on the policy to be adopted towards the peasants 
and agriculture. Kardelj declared that the role played by the 
countryside in the economic structure had been ignored by leading 
planners ; the state had not done enough for co-operative farms 
owing to the obstinate opposition of the finance and planning 
committee. This incorrect attitude was reflected in this year’s 
budget, and for the future there must be a new attitude towards 
socialisation of agriculmre. As neither Hebrang nor Zhujovitch 
was present at the budget assembly when his speech was made, 
and as they were shortly afterwards dismissed and expelled from 
the party, it was assumed that it was they who had taken this 
“ incorrect attitude.” They had obviously opposed the encourage- 
ment of co-operative farms and it was thought at the time that 
they were criticised for supporting individual peasant farming. 
The Cominform statement implies that they were all for even 
stronger measures in socialisation. 

In Jugoslavia today one thing is clear: most peasants are doing 
well u the present regime and it is obviously so far govern- 
ment policy to allow this. In most parts of the country, and 
especially in the rich farming areas north and south of Belgrade, 
the peasants look prosperous. They have new clothes, new house- 





recently in Jugoslavia) 


hold goods and rolls of banknotes. In the market they fix theif 
price and refuse to bargain. Only a very small number have s0 
far joined the scheme for co-operative farming, and co-operativé 
farms still represent a very small percentage—probably not much 
more than 5 per cent of the country’s agricultural economy. Eveal 
this summer it has been repeatedly stated that Government police 
on this matter is to encourage the peasants to go in for co# 
operative farming by persuasion and not by pressure. e 
The new linked prices system for marketing peasant produce 
which was launched in April of this year was an excellent exam ple 
of the Government’s careful handling of the villages. By thig- 
system peasants can seil their produce to the state at low fixed 
price and, in addition to the money payment, they receive coupor 
which enable them to buy industrial goods from state shops at @ § 
“lower uniform price.” Peasants who do not wish to do thi 
can sell on the free market, where prices are anything from threé- 
to six times higher than those offered by the Government ; bul 
in that case they have to buy their industrial goods also at # 
high free market price. There are big differences between thes 
two prices ; for instance, a pair of shoes bought against coupons 
costs 500 dinars, without coupons 3-4,000 dinars. Textiles of 
coupons cost between 140 and 280 dinars per metre, without 
coupons 250 to 2,500 dinars per metre. The scheme is weighted 
in favour of the Government to some extent, because certaifl 
industrial goods can, in fact, only be bought against coupons. The 
peasants are still trying this scheme out. Most of them seem (@ © 
be trying to work out a method of selling both to the Government 
and on the free market. del 
The reason for the Jugoslav Government’s kid-glove treatment 
of the peasants is clear. They still represent nearly 70 per cent 
of the total population of the country ; the food they produce : 
necessary not only to feed 15 million people, but also to provit q 
a substantial part of Jugoslavia’s exports. Surpluses from a stat 
agriculture form the basis on which the industrial economy of 
country is to be developed in the next five years, 
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Basis of the Five Year Plan 


The Five-Year Plan, which has already been working for a 
year and a ~ warter, aims at a very rapid industrial development 
whilst agriculture is to remain comparatively undeveloped. ~ 


Over 5 years more than 215 milliard dinars is to be invested 
in industry and only 19.4 milliard dinars is given to agriculture. 
The result aimed at is a great increase in coal and metal mining, 
the electrification of the country through a series of power stations, 
a new modernised system of communications and a whole series of 
new industries. Both Kardelj and Kidric admitted ‘this scheme 
to be highly ambitious, but defended it as possible if the Jugoslav 
people make an all-out effort. It certainly would not be possible 
if the government were trying conclusions with the peasants 
at the same time. 


The difficulties of industrialising rapidly a country which until 
recently was carrying more than 50 per cent illiterates and had 
very litthe industry before the war are to be seen in Jugoslavia 
today, particularly in the more backward parts of the country. The 
shortage of trained personnel is obvious to all visiters and affects 
all major aspects of life—economic, administrative and political. 
Colossal efforts are being made to fill the gap. Universities, trades 
unions, tssining colleges, schools, adult education are all con- 
centrating on training specialists, At the same time every effort 
is being made to urge people to greater production: payment 
according to output, privileges and prizes, extra rations all play 
their part, Propaganda encourages voluntary labour for the build- 
ing of roads, houses, schools. Buildings are springing up every- 
where, so that the constructional side of the programme is going 
ahead. 


The next stage will come shortly when new industrial buildings 
have to be filled with the necessary machinery and equipment. 
Most of this must of necessity be importéd from abroad: from 
Sweden, Switzerland, Italy as well as from countries in the eastern 
bloc—Poland, \Czechoslovakia, Hungary and the Soviet Union. 
Failure to receive capital equipment and raw materials either 
through inability to produce the necessary exports—minerals, 
timber, food—or through economic sanctions following the present 
disagreement with the Cominform would spell ruin to the Five 
Year Plan as at present conceived. 


Pakistan’s Prospects 


[FROM A CORRESPONDENT IN KARACHI] 


Tue first nine months of Pakistan’s existence have left the 
majority of observers with the impression that, while the building 
of the economic structure has hardly begun, the foundations have 
been firmly and, on the whole, wisely laid. The new Dominion 
has not merely survived the shocks and strains of this exceptionally 
difficult and hazardous period, but has given proof of the funda- 
mental soundness and potential promise of its econcmy. More 
could hardly have been expected from an administrative machine 
which, though at the outset insufficiently equipped to cope with 
normal problems, was from the start subjected to unprecedented 
strains in the shape of the the consequent 
refugee problem, the major 7 cal problems of Junagadh and 
Kashmir, economic are an unfriendly India, and the 
hundred and one complicated issues arising out of partition. 
Grave administrative deficiencies and muddles there have been, 
but the miracle is.that there have not been more ; the success that 
has been achieved has been largely due to the talent for improvisa- 
tion displayed by a handful of capable officers in key positions. 


It was commonly predicted at the time of partition that Pakistan, 
while comparatively well supplied with foreign exchange, would 
be in desperate straits for revenue, and would have to face a series 
of deficit budgets in its early years. It was no small achievement 
on the part of Mr Ghulam Mohammed, the Finance Minister, to 
have succeeded in presenting a balanced budget for the first full 
year of Pakistan’s existence. Admittedly, this was done at a cost ; 
perhaps, for reasons which will appear later, at too great a cost. 
But the psychological effect was remarkable, especially in the 
neighbour Dominion, where the tone of the economic experts, 
who had till then been almost derisive about Pakistan’s financial 
viability, took on a new note of respect—the more so since India’s 
own budget showed a deficit. Nevertheless, few would claim 
that the finances of the State are in a sound position. In the 
ent os the balancing of the Central budget was partly 


of the P ll of which, exce 
Sd tad” ody Se aly age peri 


ediiindeedtieasma doar et 











63 


of the revenue is at present derived from high export duties, 
which can only be continued at their present rate so long 
as commodity pricés remain inflated in the world markets. On 
the whole, however, the Pakistan Finance Ministry has handled 
its problems with shrewdness and foresight. The Pakistan 
Government loans have been fairly successful and a market in 
gilt-edged established. Currency autonomy has been secured 
and the State Bank has come into being under favourable 
auspices. So far as foreign exchange earnings are concerned, the 
trade balance has been even better than was expected ; exports in 
the first nine months amounted in value to Rs. 23 crores, and 
imports to only Rs, 124 crores. 


Raw Material Shortage 


But shortages certainly exist, and some of them are sufficiently 
serious to menace the whole of Pakistan’s economy. In the indus- 
trial field, the main items are coal, iron, steel, cotton textiles and 
paper, These shortages can be made good by co-operation with 
India,.and to secure that co-operation Pakistan has the necessary 
bargaining counters in the shape of the raw materials for India’s 
two main. industries, jute and cotton. At one time, it appeared 
that the bitterness engendered by the Punjab disturbances and 
later by the Kashmir dispute would serve to prevent any sort of 
economic collaboration between the two countries and, though a 
standstill agreement governing free movement of goods prevailed, 
something not far short of economic warfare developed. 
Happily, the sheer force of economic pressure (combined perhaps 
with a residuum of good will between old Secretariat colleagues) 
seems to have induced both parties to overcome political prejudices 
and to recognise that their national economies are complementary 
and inter-dependent. A series of satisfactory agreements on 
financial and commercial problems has recently culminated in 
an agreement. for exchange of essential commodities which, if 
properly implemented—as it should be, unless the Kashmir dis- 
pute, which is now the only major issue of difference between the 
two countries, leads to open war—will do much to ensure the 
prosperity and industrial development of both India and Pakistan 
in the’ coming twelve months. Pakistan, which has no jute mills 
as yet, but produces 73.4 per cent of the total jute production of 
pre-partition India, is to supply India with five million bales of 
raw jute, which is only half a million bales short of India’s require- 
ments. The Pakistan Government has also agreed to supply 
India with 6} lakhs of bales of raw cotton, out of a total produc- 
‘tion of 13 lakhs, and lafge quantities of wheat, rice, hides and 
skins, gypsum, soda ash and other @mmodities. In return, 
Pakistan will get about two-thirds of its total requirements of coal 
from India, its full requirements (apart from other imports) of 
cotton textiles, and some quantities of steel, paper and other 
products. 


All this is encouraging and it looks as if the stage is set for an 
era of development in the youngest Dominion. The growth of 
commercial -activity during the »past six months has, indeed, 
been remarkable. After an initial period of dislocation caused 
by the sudden exodus of the Hindu business community from 
Western Pakistan, trade and commerce have fully revived—a 
process in which British business interests..have taken a leading 
part. Many of the old-established companies of Calcutta and 
Bombay have opened branches or subsidiaries to handle their 
Pakistan business ; British manufacturers, have been. exploring the 
market and are either opening their own offices or setting up 
agencies; banks and insurance houses have established new 
branches. 


Need for Foreign Capital 


The Pakistan authorities, however, are not entirely satisfied with 
the direction of progress. While they recognise the importance 
of commerce and its ancillary services, and welcome and appreciate 
the foreign entry into this field, they would like to see more 
foreign capital flowing into industrial development. It is their 
industrial backwardness: of which they are most conscious, and 
there is a feeling that, on the other hand, the commerce of the 
country could be looked after by Pakistan nationals without much 
foreign assistance. The Muslim community is ready enough to 
undertake business which gives a quick return for small invest- 
ments, but is, generally speaking, not prepared to invest capital 
in industrial undertakings where profits belong to the more 
distant future. It is thus in the industrial field. that foreign capital 
and, even more, leadership and technical skill, is primarily 
required. 


Attractive as the prospects of industrial development appear 
to be, there has as yet been no response from foreign capital 
other than British, and even British capital has not shown any 
hurry to come forward, PPE, in a few instances. “ American 
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capital appears to have been holding back from a want of con- 
fidence in Pakistan’s political future, which is certainly not shared 
in British circles. The Industrial Policy Statement published in 
April is partly to blame as it imposed certain conditions on the 
entry of foreign capital ; in particular, in thirteen specified indus- 
tries the promoter is required to offer 51 per cent of the capital 
to Pakistan nationals, and in the remaining industries 30 per cent. 
It is, however, doubtful whether these stipulations (which are now 
likely to be modified) were really deterrent to British capital 
generally and the big managing agency houses of Calcutta and 
Bombay in particular. The truth of the matter probably is—and 
the Pakistan Finance Ministry does not ap to have grasped 
this point—that the present level of taxation is prohibitive. There 
are, no doubt, some concessions in favour-of newly established 
industries, but Mr Ghulam Mohammed’s budget gave no relief to 
the higher income groups and this means that an individual re- 
cipient of an income exceeding Rs.14 lakhs per annum retains only 
half an anna in the rupee, the remaining 15} annas going to the 
Government. If the Pakistan Government wishes to encourage 
private enterprise, it should not remove the incentive. 


Communist Defeat in Finland 


[FROM OUR SPECIAL CORRESPONDENT IN HELSINKI] 


Tue Finns have inflicted another defeat on their Communists. 
Final results of the general elections which were held on July 
Ist and 2nd were: Agrarians, §6 (gain seven) ; Social Democrats, 
55 (gain five) ; the Communist-dominated Popular Democrats, 38 
(loss 11); Conservatives, 32 (gain four) ; Swedes, 14 (loss one) ; 
and Progressives, § (loss four). The loss of 11 seats is a severe 
blow to the Communists—almost a landslide for the slow pro- 
cesses of Finnish electoral opinion—which the success of their 
main opponents can only intensify.. The gain for the Conserva- 
tives is the most surprising result: they undoubtedly benefited 
from their original opposition to the Russo-Finnish treaty and, 
more recently, from unintentionally effecting the dismissal. of 
Leino, the Communist Minister of the Interior. 


The extent of the Communist losses only became apparent in 
the latter stages of the election. Realisation of what was happening 
added much interest and some excitement to what had hitherto 
been a quiet and most matter-of-fact affair. At least this was 
the reaction of four dozen foreign journalists in Helsinki, Those 
Finns who had voted early had mostly gone on holiday—the 
Chief of Police went up North to a summer hut without a tele- 
phone—or resumed their discussion of the fine weather and the 
Olympic games. But this calm most certainly did not betoken 
apathy. More than 75 per cent of the electorate voted—without 
any form of compulsion beyond the dictates of a democratic con- 
science. In Helsinki, where the Social Democrat vote increased 
by 17,000 to 49,000 and the Communists fell by 5,000, there was 
an 85 per cent poll compared with 82 per cent in 1945. There 
is therefore no doubt that the changed pattern of voting is due 
almost entirely to a change in electoral opinion and not to a mass 
awakening of sleeping voters. The steady run of Communist 
setbacks is thus confirmed—from their losses in the local elections 
last October to the failure a few. weeks ago of the strikes they 
organised in an attempt to prevent the dismissal of the Com- 
munist Minister of the Interior. 


The very confirmatio. of this trend, however, raises awkward 
problems. “The Communists have lost too many seats” is a. 


remark often heard. Their apparent acceptance of western pro- 
cedures and the comparative good grace with which the Com- 
munists have suffered defeat appear ominous. It seems impossible 
that the process can go on much longer- without evoking a posi- 
tive, perhaps a violent reaction. Rumours abound on the form 
which this will take: the Communists in industry, for example, 
are reported to have been ordered not to take their holidays in 
July, and so on. But there are no good reasons for paying much 
attention to the rumours. The probability of Communist action to 
offset defeat was the main topic of conversation before the elec- 
tions, The severity of their losses has merely given a keener edge 
to speculation, 


The basic situation has not changed. The Finnish Com- 
munists can take effective action only if they are wholeheartedly 
supported by the Russians, and present considerations of Russian 
policy make this support no more likely now than a month ago. In 
particular, the coercion of Finland would virtually end all pros- 
pects of Scandinavian—or i ,. which is 


undoubtedly the major Russian interest in the North. 
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Political Trials in Portugal 


[BY A SPECIAL CORRESPONDENT] 


On June 17th the Military Court gave sentence, after a public 
trial in the Santa Clara Hall in Lisbon lasting nine days, on Vice 
Admiral Jose Mendes Cabecgadas and the other military and civilian 
rebels implicated in the “plot” of April 10, 1947. The rebels 
were charged with attempting to overthrow the existing Salazar 
regime and to install a military junta pledged to restore the liberties 
of the Portuguese nation. Sixteen of those inculpated—they 
were arrested by the International Police in July last year, a 
number of officers having been dismissed the service a month 
previously—had been released at the end of April, and 
one, General Godinho, had died in prison. The Court 
awarded penalties of litthe more tham a year’s imprison- 
ment, with corresponding fines, for most of the remainder, 
one officer and one civilian being acquitted. Because of the time 
already spent in prison this means an early release. The judgment 
also involves the forfeiting of political rights for three years, and 
in the case of serving officers, presumably loss of rank and 
pension. Seven officers gave notice of appeal to the Supreme 
Military Court. 


There were special circumstances, as was indicated in the article 
in The Economist on March 2oth last, making this trial 
an important episode in the career of the Estado Novo. First of 
all, there was the prestige attaching to Admiral Cabecadas him- 
self, as the man who headed the original military difectorate, 
and to Generals Gomes da Costa and Oscar Carmona, who 
was President’ of Portugal for the last twenty years. A man 
of known liberal-democratic sentiments and complete pro- 
bity, Admiral Cabecadas had never lost touch with the 
Head of the State, and was known more than once to have 
voiced his misgivings. One of the documents in the present case 
was a “ round-robin ” memorial to President Carmona with which 
the latter was popularly supposed to have expressed agreement. 
The political quidnuncs were thus last year descanting upon a 
serious rift between the Head of the State and the Head of the 
Government. Left to himself, Salazar, undoubtedly, would have 
preferred to pass a sponge over the whole episode. But the zeal 
of his own police, and, still more, the determination of his fierce 
little Minister of War, Senhor Santos Costa, who is obsessed by 

bogy of Communism, made that impossible. The object 
of the trial, then, was to make an example ; but the Government 
was much more concerned to “ clear” the President than to harry 
the defendants. 


The case for the prosecution was that the chief accused, 
Admiral Cabecadas, had been parading his subversive ideas since 
1944, and that this incitement to disaffection had provoked two 
earlier small-scale military plots. While it was not suggested 
that the authors of the April roth conspiracy were acting in 
collusion with Communist agitators responsible for acts of sabo- 
tage and violence at about the same time, the Government had 
proof that the Communists had infiltrated into the political party 
of which Cabecadas’s group was the military wing. — 


Honour Now Satisfied 


Admiral Cabecadas, ably defended by Major Jorge Botelho 
Moniz (brother of the former Minister of War), was able to 
testify that there had been no conspiracy—the lawyers had a fine 
time discussing the exact connotation of the term “pact” at the 
head of one of the documents—though he certainly had sought to 
make representations to the President. He stoutly affirmed. 
however, that the President had never agreed to any modification 
of the regime, and his assertion was supported by the word of 
one of the highest ranking naval officials, Admiral Barbosa 
Carmona. 

Thus honour is satisfied among gentlemen, and the skeleton 
can go back into the cupbosrd. If, as has been alleged, Senhor 
Santos Costa hoped by staging the trial to force President Carmona 
to resign and so secure Salazar’s translation to the Presidency and 
his own succession to the premiership, he has failed. Dr Salazar 
had “come clean,” himself, it may be recalled, in his speech of 
November 25th last with his sally about the dignity of the Govern- 
ment being incompatible with any slighting of the President. He 
did not need the rattling of the bones in Santa Clara to realise 
that certain practices of the regime do not commend themselves 
to the estimable remnant of liberal Portugal. The nominal sen- 
temces are a good enough advertisement for the “humane” 
Portuguese dictatorship ; what better proof, indeed of the stability 
of the regime, in the year 1948, than the fact that the trial should 
have been held at all ? 
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THE BUSINESS WORLD | 





Housebuilding Costs 


A N article in The Economist last week measured the pro- 
gress of the Government’s housing policy. Next year, the 
country is to build 200,000 houses, compared with 140,000 
originally set down in the Capital Investment White Paper— 
an increase which, on broad calculations of economic cost, is 
not easy to justify. This article is devoted to the narrower ques- 
tion of examining the cost of new houses built since the’ war. 
Iris widely, and rightly, assumed that housing schemes are cost- 
ing far more in the event than was expected when the housing 
campaign began. For this rise in costs, there are some obvious 
explanations—violent changes in the housing programme, inter- 
ruptions to work caused by shortages of materials and bad 
weather, and the over-rapid expansion of the labour force em- 
ployed on housebuilding. 

The Ministry of Health has a Committee investigating the 
problem, but its report has only just been completed and is not 
yet published. A recent paper* by Mr A. R. Wood (who spoke 
independently, but with authority as Comptroller of the London 
County Council) shows that the contributions from the Ex- 
chequer to local authorities are already inadequate, owing to 
higher costs of building ; the following table is extracted from 
his paper: 


Hovusinc Costs aNp SUBSIDIES 





Subsidy Current Costs 
oa Ana, 1948) 
Cottage (three-bedroom)— 
Capital costs— 
Site, roads and sewers .........080 85 110 
BaGINGS ' 62 ko octe aN eroeas oes cite 1,015 1,220 
1,100 1,330 
Rate of interest ewer eseeeresece . 34% 3% 
Annual deficiencies— s. 4, s. 
Loan charges... i..ccevctecceveves 12 18 
Maintenance and management in- 
cluding repairs ..........es008 : 7 8 15 0 
: 48 0 62 18 
Lese-—- RO, ovecctdesdetabecebas se ° 26 0 (10s. 29 18 (11s. 6d. 
a week) a week) 
22 0 0 
Annual contributions to be made by— 
MROROQUET sii. 6% is eo ce Pew ew ee 16 10 16 10 
Local rates: Statutory contribution 5 10 5 10 
Do. Supplementary contribution. * ll 0 


These figures show that the cost of building a three-bedroom 
house, originally put at £1,015 for purposes of the subsidy 
under the 1946 Act, has increased to £1,220. The total cost, 
including land, site preparation and drains, has increased from 
£1,100 to £1,330. The result, in this typical case, is that loan 
charges and management cost £62 18s. a year (compared with 
£48 on which the Exchequer subsidy is based) against which 
rent brings in only £29 18s.—a mere 47} per cent of the total 
cost, of which the balance is met from subsidy and, to a far 
larger éxtent than was intended, from local rates. 

Mr Wood’s example is put forward as a typical case repre- 
sentative of house building costs in England generally ; he 
used it to pose the question whether, with existing rents cover- 
ing only one-half, and in extreme cases, only one-third, of the 
very high annual cost of new dwellings, the fortunate tenants 
should not make a contribution more attuned to their much 
increased resources today. The facts about the high cost of 


* Read to the Institute of Municipal Treasurers and Accountants. 


housebuilding urgently need ventilating. No official figures 
have been published—on the ground that full particulars of 
tender prices and final costs would encourage lower-cost builders 
to put in tenders closer to the average price. Whether this policy 
is wise is open to doubt ; it certainly encourages the circulation 
of rumour about inflated building costs. The Ministry of 
Health, however, is prepared to assert from the figures in its 
possession that the final cost of houses built by local authorities 
is below the ceiling price hitherto imposed on private build- 
ings—that is, an all-in price of £1,300 (in London £1,400), 
including land and site preparation. Outside the Ministry of 
Health there is a general impression that costs are often well 
above these limits, and it is sometimes suggested that the 
Ministry’s average figure owes something to the skill of the 
accountant and to the omission of certain expensive fitments. 

On this subject, it is easy to generalise from particular cases, 
and the bad cases get more than their share of public attention. 
Local authority houses sometimes cost £1,600 or {£1,700 to 
build. But are such cases common? In an attempt to find 
reliable evidence, The Economist recently invited a number 
of local authorities to provide figures of costs for their housing 
schemes. The authorities varied widely in size, character, 
and local conditions, and from their replies the following sum- 
mary table has been prepared: 


Hovsine Costs or SEVEN AUTHORITIES 

















5 “i Contract Building Total Cost 
a = Extras oo 
3- Bedroomed inchading | Land & Site Date 
House Extras Preparation 
£ 
So ih 162 | 140. | Nov, 46 
Ss EMBs cece 991 1,058 1,212 Feb., °47 
1,102 16 1,118 Nov., °47 
Whe ie eds wate a 1,278 162 1,448 1,675 june, 48 
Wil? fig tadibdses 1,260 ta 1,400 ‘. 
4. Medium...... 1,200 100 1,300 1,610 Mar., '48 
5. Small 1,192 190 1,382 1,487 1947 
went tees 1,327 217 1,544 1,729 1948 
oi ages 1,117 65 1,182 Not given Mar., "47 
4. Eight County 
and 
Councils in 
Wales (average). ... 1,191 105 1,259 Not given 


Note.—Each set of figures relates to a separate housing scheme of 100 or more 
houses. Special features, such as an additional {60 a house for extra foundations in seheme 4, 
have been excluded. 


The table requires a few words of explanation. Most of the 
authorities asked that they should not bé named, but their broad 
character is indicated in the table. Secondly, some selection has 
been necessary in order to provide reasonably comparable figures 
among the different authorities. Thirdly—and this is an im- 
portant point—full costs are generally available only for the 
earlier schemes. 


A range from £1,200 to £1,729 is very startling. In these 
comparisons, much depends on the relative efficiency of the 
authorities’ housing departments, on local conditions and local 
difficulties. Some, at any rate, of the difference in costs of 
different schemes is properly explained by such considerations. 
But the major difference is due to the plain fact that costs 
have been rising steadily. The column headed “ Extras ” proves 
this point, and in some cases the figures make nonsense of 
the original contracts. All contracts contain a “ rise and fall” 
clause to cover changes in wages and costs of materials. At the 
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beginning of the housing campaign, there were doubts about 
specifications, substitution of materials and the like. Thus in 
the first scheme completed by Authority 1 in November, 1946, 
“extras” cost £142 per house. But in the scheme completed 
a year later, “ extras” had fallen to £16, although the contract 
price had risen by over £150 to £1,102. ~Such was the 
experience of a large city with a fully-fiedged housing depart- 
ment, But it was not the experience of Authority 5, where extras 
have actually risen ; this authority, in explanation of its high 
total costs, particularly for the second scheme, points out that 
the houses were more elaborate than normal. Even so, the 
contractor is claiming for loss of profits through bad weather 
last year and through the substitution of concrete for wooden 
ficors. The figures for the 56 Welsh authorities (example 7) 
are particularly illuminating. All the schemes, for which average 
figures are given, were completed during or before 1947 ; yet 
the average building cost, with “extras” was £1,259. Since 
this average does not include land, or roads and sewers, it 
follows that the total cost must have been well above the 
Ministry of Health’s ceiling of £1,300 and some individual 
schemes cost a great deal more. 


x 


When the Dudley Committee reported in 1944, they put the 
cost of the improvements which they recommended at £132, 
in terms of prices in 1939, and they assumed that postwar prices 
would be 30 per cent higher than before the war. Accordingly, 
a council house costing £335 before the war was expected to 
rise to {610 after the war, or £700 including land and site prep- 
aration, The postwar house, with Dudley improvements and 
more, is costing anything between {1,200 and £1,600. It may be 
that the peak price for new contracts has passed. Cuts in the rate 
of new approvals have relieved the pressure on building work 
and improved builders’ efficiency ; local authorities are now 
scrutinising contracts more carefully, and rejecting a larger pro- 
portion of them. And if reports are to be believed, builders’ 
profit margins are falling, in some cases steeply ; to cite one 
example, a large contracting firm which until a year ago was 
tendering on the basis of a 10 per cent profit now claims that 
it is tendering with no profit margin at all, being content merely 
to cover its overheads and to retain its labour force. 

These sterner conditions will do no harm to the industry in 
the long run. Soon after the war, it became packed with mush- 
room firms, many of them small, using green labour. Small firms 
undertook contracts which they were quite unqualified to fill 
at reasonable costs; large firms undertook big schemes and 
found that their labour supply was inadequate. The appoint- 
ment of the local authorities as agents for the housing pro- 
gramme was inevitable, but it placed an enormous burden on 
an undermanned and largely untrained staff. Specifications took 
months to prepare, and supervision by inexperienced clerks of 
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works caused exasperation and delay. All these factors h; 
added their quota of additional cost to the already high pr 
of labour and materials. 


But when allowance is made for these transitory difficulties, 
there remain four principal causes of the rise in the Cost, f 


building postwar houses—labour, materials, housing s rds, 
and planning. In 1939, average wage rates were Is. 7d. an he 
for craftsmen and 1s, 2d, an hour for labourers ; average w 
earnings were 66s. In 1947, the corresponding figures wegg 
2s. od. and 2s. 2d. an hour and 117s. a week. These increases 
are not out of line with wage rates and earnings in other indus. 
tries, but they have been accompanied, as last week’s 
showed, by a fall in productivity which can be roughly sum 
marised by the statement that two men are now 

produce the results that one produced before the war. That 
is not merely the result of reduced effort (though the reductiog 
is not’ negligible) ; it is also due to the frustration of effort by 
shortages and by attempting too much. Moreover, part of the 
labour force supposedly occupied on the housing programme 
has slipped away into uncontrollable and often illegal work. The 
remedy for this melting away of the labour force lies notip 
controls, but in the Chancellor’s financial policy which should 
do something to check the demand for repairs and decoration, 


Nor is the rise in prices of building materials out of line 
the movement of prices generally. If prices in 1939 are oa 
100, building materials in May cost 210, but industrial materials 
and manufactures together cost 235. But the maldistributian 
of building materials—particularly in the two years after, the 
war—has been notorious, and attempts to control them in 
have broken down. Interruptions and delays to supplies havg 
together played as important a part in the increased cost of new 
houses as rises in the prices of such materials. As for standards 
of housing, it is estimated that £400 out of a house costing, saj 
£1,350 represents improvements in standards compared 
prewar—extra floor space, better fittings, the outside she 
and the second water closet. Such improvements may b 


eminently desirable, but they use extra resources which are 


urgently needed for industrial building and extensions, 
they cost more money—as the ratepayer is now di 1g 
The Dudley Committee was content to recommend a house. i 
goo feet. super ; and even for houses of this type, its estimates 
of costs would have been well below the actual postwar fi 
But this standard has been exceeded: the three bedfoom 
is now 950 feet super, as a minimum, and often 1,000 feet s 
compared with 750-850 feet super before 1939. The av 
house built between the wars represented an enormous ad 
upon anything that had gone before ; but in turn it has 
dwarfed by the new standard of accommodation set up = 
the war. These improvements have been made for broad so¢ ia 
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ends, and have. not resulted from any economic calculation 
whether they can be afforded, They are already imposing 
strains on the finances of central and local authorities, and that 
strain will be greatly increased unless. there'is an appreciable 
fall in the cost of building. Perhaps the worst phase of rising 


69 
costs. is now over ; but there is little promise as yet-of any 
have to 


material reduction. Sooner, or later, the country will 


build according to its’ means, and if it elects for ‘a. higher 
standard of housing, tenants must be expected to pay the 
economic cost of the improvement. 


The New Oil es ca 


HE petroleum companies have begun work on building 

new oil refineries in Great Britain, and there seems no 
reasonable doubt that the huge programme will at last be 
carried out. But it has not entirely lost—and can hardly lose 
—its controversial character: the political approach, and the 
attitude of the average member of the general public, to any 
question involving oil is quite different from the approach 
of the petroleum trader or technician. For the industry (as 
the chairman’s speech of any of the big oil companies will 
show at a glance) is a world-wide industry, and each of the 
big units in it thinks automatically of production, processing 
and distribution of petroleum in world-wide terms. The two 
attitudes—the local or consumer’s attitude and the world-wide 
or producer’s attitude—do not so much clash as pass each other 
by. The words of the Minister of Fuel and Power, in a 
Commons debate on oil supplies are worth considering as an 
example of the local, political approach. Mr Gaitskell spoke 
thus of the refinery programme: 


It is on a gigantic scale, and when hon. Members opposite 
ask why we do not do more, I would say that, in view of their 
absolute failure to do anything in this field before the war, 
this was one of the most discreditable features of their 
administration. 

Was it? The assumption appears to be that political steps 
should have been taken before the war to ensure that petroleum 
for British use was refined in this country—and that not to 
do so was “ discreditable.” The professional would answer: 
“Why?” To him the obvious place to put an oil refinery 
is at some point conveniently near to the oilfields. It was 
largely on this assumption that great refining industries were 
built on the Caribbean and the Persian Gulf, and it was because 
of this assumption that the efforts of the Germans to create 
an autarkic oil industry at any cost were regarded as expensive 
folly, to be watched but not imitated. 

The professionals have not changed their ideas, but they 
have changed their plans. What considerations brought about 
the change ? Lord Bearsted, as recently as 1946, dismissed 
as “completely uneconomic” the idea of full-scale refining in 
the United Kingdom. In his statement to stockholders of 
“Shell” Transport and Trading he said then that mo crude 
oil, or hardly any, met the exact requirements of any one 
market. Refineries at the point of production could supply 
each market with the various petroleum products in the pro- 
portions in which it needed them. The cost of transport and 
the heavy consumption of fuel by the. refineries themselves 
made it uneconomic to refine in the consuming country. 
Further, the countries producing crude oil such as Venezuela 
were insisting that refining should be done at the point of 
production, and this was not an unnatural or an unreasonable 
demand. The petroleum industry could not afford the cost of 
multiplying refineries. 

This was in July, 1946. Since then the cost of building 
refineries has gone up, but the petroleum industry has resigned 
itself to bearing it. Indeed, it had become evident before the 
end of 1946 that nothing else could be done. The first con- 
sideration pointing to this conclusion was the change in world 
supplies. World demand could not be satisfied from the 
existing refineries, American consumption was outstripping 


American production ; in consequence, the United States were 
not only supplying less but indeed were taking more from 
Latin America and the Caribbean. Europe, it was becoming 
clear, would have to rely more on Middle East petroleum, 
and new refineries would have to be built somewhere. Where 
should they be built? The great oil companies considered 
the idea of putting more money into the Middle East basket, 
and turned it down. The Middle East looked none too safe. 
It would be better, they decided, to build refineries in Europe, 
to design them primarily for Middle East crude, but to make 
them flexible enough to handle Latin American or other crude 
should it prove necessary. Crude oils from the different pro- 
ducing areas of the world have different compositions—that 
is, they contain light, middle and heavy oils in different pro- 
portions—and no refinery manager likes switching from one 
to the other. But it can be done, and by extra expenditure 
refineries can be given extra flexibility. 


This—to the professional—is the meaning of the oil refinery 
programme. British refineries are to be built, capable of 
refining petroleum from start to finish in quantities. sufficient 
to supply the entire oil needs of the United Kingdom as far 
ahead as can at the moment be foreseen, They are to be 
flexible enough to meet any shifting of the source of supply 
that seems likely. Thy will be expensive, and their cost 
will have to come out of the price which the consumer will 
have to pay. In a “normal” world (in which the trader had 
to take account of economic considerations only) they would 
not be built in the United Kingdom at all; but the world 
has ceased to be “ normal.” 


The White Paper on Capital Expenditure last December put 
the matter in quite another way, and is worth quoting as another 
example of the local political approach: 

An extensive programme for establishing oil refineries in the 
United Kingdom has been prepared, the object being to save 
large amounts of dollar exchange by refining crude oil in this 
country instead of importing refined products mainly from 
dollar sources... .. The ultimate cost of the programme will 
be about £95 million (including about £60 million on plant of 
all kinds) for capacity capable of handling 20 million tons of 
oil a year. The value of the dollar saving depends partly or 
the speed with Which the oil refineries can be built. 

It is hardly an exaggeration to describe the refineries pro- 
gramme as the building of a new industry in the United 
Kingdom. Complete refining from. crude o#% to” finished 
petroleum products is not unknown in the United Kingdom. 
It has been done, for imstance, at the Anglo-American plant 
at Fawley and at the Heysham plant, which has been brought 
back into full production by Shell to replace the missing output 
of Haifa. But these have not, in the past, undertaken complete 
refining on anything like the scale now contemplated. Most 
of the petroleum used in the United Kingdom has been 
imported in the finished state, and plants such as Stanlow have 
dealt only with limited processes receiving “ top crude” to be 
made into lubricants and bitumen. At a still later stage in 
the handling of petroleum come the new chemicals-from-oil 
plants which will be discussed in a later article. 

Under the new programme, complete refining will become 
the general rule. The Shell group has started the construction 
of refineries at Stanlow and on the Thames. each of which 
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will produce from crude oil all the major petroleum 
products. These two refineries will take 6,250,000 tons of 
crude oil a year. The chairman of Anglo-Iranian Oil stated 
recently that the refinery at Llandarcy, which had a rated 
capacity of 360,000 tons, but processed 420,500 tons in 1947, 
was to be expanded by the end of 1949 to a capacity of 3,000,000 
tons a year. Immediate operating adjustments will raise the 
throughput at Llandarcy this year to a rate of 840,000 tons 
a year. At the Grangemouth refinery of the Anglo-Iranian 
Oil Company capacity is to be raised this year from 360,000 
tons a year to 600,000 tons, and an eventual increase to 
1,500,000 tons a year is planned. Enough steel has already 
been allocated to allow a start to be made on these projects, 
which together account for half of the entire programme. The 
Anglo-Iranian Company also proposes to build a large new 
refinery on the Medway ; and Sir William Fraser, in his chair- 
man’s speech this month, expressed the hope that “early 
approval will be given to what I feel can be regarded as an im- 
portant national project.” The biggest single project, that of 
Anglo-American Oil at Fawley, has not yet got beyond the 
planning stage. The plan is to build a refinery at Fawley 
capable of handling 6,000,000 tons a year—a scale which sug- 
gests that the parent company, Standard Oil (New Jersey), is 
contemplating production in Britain for export to other European 
countries. 

In the White Paper on Capital Expenditure, the total cost 
of the refineries programme was estimated at about £95 million. 
It is early to say how wide of the mark this estimate will 
prove to be. Since the war the cost of building a refinery 
has been going up at the rate of about Io per cent a year. 
Perhaps the Government’s policy of discouraging increases in 
wages will check this rise; if not, costs in the later stages 
of the refinery schemes (some of which can hardly take less 
than five years to complete, and may take more) are likely to 
be well in excess of the original estimates. 

The cost of building a refinery is not absolute or static, but 
one of the main British oil companies gives a private estimate 
of the present cost at £2,000 to £2,500 per ton of daily through- 
put. Assuming a cost of £2,250 per ton-day. it should be 
possible to add 15,500,000 tons a year to the refinery capacity 
of the country for about £95 million. The Government’s 
estimate, therefore, appears to depend on the avoidance of 
any substantial further increase in costs. Much will also depend 
on the degree of elasticity which the new refineries are to have. 
Technical improvement is expensive. In a recent article in 
the Times Review of Industry, Dr. G. Tugendhat, of Man- 
chester Oil Refineries, gave 12,000 to 15.000 dollars a ton-day 
as the probable cost of a modern refinery ; if this is so, then 


Business Notes 


Gold and Dollar Reserves 


Even without making any detailed re-examination of the 
nature of Britain’s economic plight, the Chancellor had no diffi- 
culty in this week’s debate—the wider implications of which are 
discussed on an earlier page—in convincing Parliament of the 
indispensability of ERP. His masterly exposition of the intricacies 
of the bilateral pact, some of the more technical aspects of which 
are examined below, left no room for the mid-year stocktaking 
for which some had hoped. On domestic policy, the Chancellor 
contented himself with a brief reiteration of the need for firm 
adherence to the programme of disinflation, even though it involves 
some “ unpleasant consequences,” as it undoubtedly will do. The 
most important new facts which came to light were the details 
of the past quarter’s drain .on the central reserve of gold and 
dollars, the figures for which are now being published only 
quarterly. Viewed in the light of the very heavy demands in the 
first quarter, and of the fact that the reduction in the total external 
deficit has been much below what was forecast, these latest gold 
figures are reasonably reassuring. The net expenditure in gold 
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the entire refineries scheme could cost very much more thag | 
the estimate. The question is important ; most of the cost will 
have to be borne eventually by the user, even though the 
companies may hope to find the bulk of the finance out 
profits during the next few years. 


One difficulty to be overcome in the prosecution of thes | 
schemes is the supply of steel. In the early stages they will 
require structural steel in substantial quantities, and in the 
middle and later stages special plant, most of which (gives : 
the steel allocations) the expanding British petroleum equip 
ment industry is capable of providing. Exact time-tables ae 
simple to work out, but less simple to put into effect ; for 
the steel is allocated in instalments, and the later ins nts 
will no doubt depend on the pressure of other demands for ' 
steel and on the progress which the steel industry is able fp 


- 
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CONSUMPTION OF PETROLEUM PRODUCTS IN THE U.K 








(Tons) 
Aviation and motor spirit .........ss+eesee0 3,790,000 
Kerosene 
penis ie « cinbigedd's Saniee ake ewens aes es < \ 740.000 
ME iva ovnkeets n6ans caste vutp ests 
UWE GRONE fs. «55045 » ieee) EERE + 8-1 OE8 i 50,000 
Diesel (rand voliiclos) . oo... ccc esac cccccrtaes 30,000 
Black oils (fuel, gas and diesel) (internal trade) 1,300,000 
Black oils (bunkers) (fuel, gas and diesel) .... 1,050,000 
Lubwicating Oils... 00.5. cecec ces edsccccveves 
I i Ki hae nine een as cis onn Need 440,000 
|. PPP UST TT TY Tere tt CELE LITL LLL 50,000 


* Tncludes aviation turbine fuels. ~~ ee: 
make in the next few years. Whether important results from 
the first stages of the new programme will be achieved b 
next year (or even by 1950) may in the circumstances be 
doubtful. By 1951, at least, the new refineries should be 
making a substantial contribution to the oil supplies of the 
United Kingdom ; by 1952, supplies of home-refined petroleum 
products should almost equal the demand, and by 1954 # 
should be possible for the new refineries to earn dollars from 
exports. But the bulk of their output must of necessity te 
taken up by home demand. The accompanying table 
the trend of home consumption. It does not show the ful 
trend of home demand, for in the two critical groups—aviatias © 
and motor spirit, and black oils for the home tra and 
is at present artificially restricted. The full satisfaction & 
the motorist’s demand for motor spirit and the demand @ | 
industry for fuel oil is not at present possible. It may oe 
possible to satisfy it when the refinéries programme r , 
completion ; for the world shortage is not in crude oil, but 
the means of handling and refining it. 
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and dollars during the quarter was £107 million, or £40 milliot 
less than in the first quarter when, however, the demands on: e 
pool were temporarily increased by the fact that several Sterling” 
Area countries elected to withdraw their hard currency quota 
at once. The fact that they did so must partly explain the decline 
in external demands on the pool in the second quarter. Tht 
Chancellor stated that the Sterling Area countries as a whole had 
considerably reduced their. drawings since 1947, and thanked 
them for the “understanding and co-operative way” in whi@l 
they had done so. ; 


Despite this more reassuring trend, the total expenditure @ 
reserves for the half year, at £254 million, was substantially large 
than that contemplated in the “Economic Survey.” The drat 
of £222 million envisaged in that document did not allow f@ 
any further purchases of hard currency from the International 
Monetary Fund by Britain or by any Sterling Area country ; ale 
it was specifically stated that, if any such drawings were made, th 
should be regarded as reducing correspondingly the estimat® 
net reduction in reserves of gold and dollars. y, du 
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the half year, Britain and India, as the following table shows, 
together bought £26 million of dollars from the Fund, so that the 
half year’s actual net expenditure of £254 million really com- 
pares with an estimate of £196 million:— 


GOLD AND DoLLaR RESERVES 


(g mn.) 
Stock @t Thee: Sh UORT eee >» ee a oe ase tee 512 
First quarter, 1948 >— 
ACt@Ar OUUNO sono, So rena eek eens «6 147 
Receipts — 
South African Loan ...60..6..0008.. 80 os ar 
Drawn on U.S. credit. ...... imei wad “14 
Drawn on Canadian credit. .......4.. il Se we 
$ bought from Int. Monetary Fund .. 15 ove Bue 
$ bought from IMF (India).......... . pe ae 
—— +187 ‘ 
Net change in quarter .............025 -. + 4 sah 
Stock at. March $1, 1998 4... 66 S6ee cs vee’ oad a 552 
Second quarter, 1948 :—~ 
Actual outgo. 9.8. owes SECTS LY Wickes te OT 
Keceipts :— 
Drawn on Canadian credit........... 2 ag’ 
$ bought from IMF (India).......... 4 sep 
First ERP selund: (05. ¢ases-0 soae + oa 22 is 
— +28 
Net change in quarter ...........e0008 seg ~~ 
Stock at June 3, 1948 2... ce eee eee was ase 473 


The actual level of reserves at end-June, it will be seen, has not 
felt the full impact of the heavy rate of expenditure during the 
half year, because at the end of the period the Treasury received 
the first dollar payment on account of the ERP allocation for the 
initial period, i.e. April-June. For this period Britain has been 
allocated £75 million in the form of ERP grants and has been 
offered £25 million in ERP loans. When the remainder of the 
quarter’s grant is received and the terms of the loan have been 
negotiated—it is not yet clear whether the negotiations will relate 
to the amount and terms of the loan only, or whether they may 
also affect the amount of the grant—the total reserves should be 
raised above £500 million—a figure which the Chancellor regards 
as the minimum that Britain must retain throughout the ERP 
riod, \ 
eo future, therefore, the Government apparently intends to 
adjust the whole basis of its economic planning to ensure that the 
reserve is kept around this level. Without an adequate reserve 
at the end of the ERP period, the Chancellor emphasised, it would 
be impossible “to support the international position of sterling ” 
and Britain would slip into the position where it could “ no longer 
function as the centre of what is today the only large multilateral 
irading group in the world.” The necessary adjustments, as Sir 
Stafiord hinted recently and reiterated this week, are likely to 
require a further cut in dollar imports, and the programme is 
already being reviewed to see “how far, if at all, that can be 
urther pruned down without damage to our production.” The 
final decision, however, will not be taken until the Government 
knows how much it can expect to get under ERP next year, 
both under grant and loan—and “ these figures have not yet been 


settled.” 
* * * 


e Earmarked Sterling Account 


On the confusing and technical question of the procedure for 
egregating the sterling counterpart of the grant portion of ERP 
nid, the Chancellor added little to the information given in the 
greement itself. He did say, however, that the balance on the 
Special Account at the Bank of England will be shown week by 
eek as a separate item in the Bank return. Although the agree- 
ment was ratified before the date of this week’s return, and 
though £22 million has already been received, no such entry 
as yet appeared, because the precise procedure to be followed has 
till to be settled, In the meantime, the funds are being held by 
e Paymaster-General on suspense account. Under the terms of 
e agreement, British withdrawals from the Special Account for 
Purposes of the kind prescribed require the assent “from time to 
ime” of the US Government ; but to ensure the maximum 
moothness in operation Britain is planning to establish “a close 
ink ” between the machinery for deposits and that for withdrawals. 
It is reassuring to know that the Americans share the view that, 
{ the prescribed purposes for which the funds may be used, 
priority should be given to debt redemption. In fact, any use for 
he other purposes contemplated in the agreement could, in certain 
ircumstances, tend to-defeat the main object which the United 
tates had in mind in requesting segregation—the object of ensur- 
g that Marshall aid was not made a means of supporting infla- 
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tionary budget or credit policies. Despite the Chancellor’s austere 
disinflationary policy, Britain’s economy is still fully extended. If, 
while this condition lasts, the United States were to press for the 
segregated funds (or, for that matter, any other British funds) to 
be used for the “ projects, programmes, explorations of develop- 
ments ” envisaged in the agreement, the effect would be te impose 
a new inflationary pressure upon Britain—unless such projects 
were in fact already included in Britain’s own programme for 
current capital outlay. To this extent, the effects of the Chan- 
cellor’s drive for disinflation would be neutralised—-no matter how 
desirable the new projects might look on a longer view. 

For the time being, it seems, these risks will not arise. A 
formula invented to support disinflation will not be used to 
impede it. The bulk of the funds, as the Chancellor said, is bound 
to be applied to debt redemption—“ either short-term or long- 
term, according as the internal monetary situation may require.” 
The Americans have agreed that the Special Account “ should be 
managed from the start so as to give continuous and continuing 
effect to this policy,” and are likely to assent promptly to any 
proposals for the purpose of cancelling, in present circumstances, 
the floating debt, This will obviate any undue accumulation of 
funds at the Bank of England and any undesirable repercussions 
on the credit structure. In other words, as The Economist has 
repeatedly emphasised, this complicated procedure for segregation 
will not of itself introduce any new factor into the gilt-edged 
Situation or into the domestic banking position. 


x * a 
ECA and Stockpiling 


The text of the European Co-operation Agreement gives no 
clear indication of the effect of ECA on purchases of materials by 
the United States for stockpiling. Under Article V, Britain under- 
takes to help the United States to purchase materials, originating 
in the United Kingdom or in those colonies which adhere to the 
Agreement, for stockpiling and other purposes, Many com- 
modities, including copper, could be cevered by this clause, but 
perhaps the two of major importance are tin and natural rubber. 
Under Article IV, the United States may use up to five per cent 
of the “ Special Account ” for such purchases, though the sterling 
cost of supervising the whole programme has also to be found 
from the same source. Sir Stafford Cripps announced on Monday 
that $300 million in grants had been offered for the first quarter. 
At this rate, credits to the Special Account for the first year would 
total £300 million, from which the United States would be 
entitled to use up to £15 million (less the general administrative 
costs of the ECA missions located within the British area) to pay 
for commodities bought in the United Kingdom and the colonies. 
Thus the residual sum of sterling available for stockpiling pur- 
chases would be something lower than £15 million. 

This is not, on the face of it, an overwhelming sum ; it repre- 
sents, for example, only 25 per cent of the total value of natural 
rubber shipped to the United States last year. Moreover, certain 
safeguards have been incorporated in the Agreement. Quantities, 
periods of delivery and the terms of sale or transfer are to be agreed 
by both Governments. Moreover, “due regard” will be given 
to “the reasonable requirements of the United Kingdom for 
domestic use and the commercial export of such materials” ; the 
latter phrase includes barter transactions, while “domestic use ” 
covers the maintenance of reasonable stocks. These reservations 
seem virtually to reduce the sale of commodities which Britain 
must facilitate to rubber and tin, although at a later stage other 
commodities may be included in the “schedule of minimum 
availabilities” which is intended to make good deficiencies in 
the resources of the United States. But normally it would follow 
that the United States will make stockpiling purchases only when 
there are surplus supplies to be bought. But if stockpiling is for 
strategic purposes, will it wait for surpluses—at a time when 
Russia is an active buyer in the rubber and wool markets ? 


* 


In 1947 the United States imported 561,000 tons of crude 
rubber from Malaya valued at about £62. million (cif) and 13,400 
tons of tin metal valued at almost £6,000,000 (cif). The sterling 
available in the Special Account would not suffice to cover more 
than a fraction of last year’s dollar purchases. Moreover, output 
of rubber and tin has not expanded sufficiently above the level 
of world consumption to create “ burdensome ” surpluses. World 
production of natural rubber amounted to 340,000 tons in the first 
quarter of 1948, against world consumption of 335,00 tons. 
Malayan output is running at a rate of 685,000 tons a year com- 
pared with 646,000 tons last year, whilst consumption in Britain 
has risen from 154,000 tons in 1947 to a current annual rate of 
nearly 200,000 tons. In the United States consumption has also 
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shown a sharp increase compared with a year ago—654,000 tons 
(annual rate) against 563,000 tons—and there is scope for further 
expansion. % 

Nor are tin supplies abundant. In the period January-April, 
1948, world tin production amounted to 46,900 tons and apparent 
consumption to 45,400 tons. Compared with a year ago, British 
consumption of virgin tin has increased by 4 per cent, and 
American consumption could also increase if available supplies 
were sufficient to permit larger allocations.. Obviously for these 
two commodities at least, there are no surpluses at the moment, 
and to carry out an active stockpiling programme would involve 
special allocations. Under conditions of freer supply, American 
purchases would form a bulwark for the market ; now they might 
involve the reduction of normal consumption below “ reasonable 
requirements.” 

*x * * 


New Look in Company Accounts 


Shareholders this week have had their first view of the new 
company accounts—fuller and longer, like contemporary fashion. 
The spate of reports which was thrust out during June, in order 
to escape the full rigour of the new Companies Act, has been 
easily compensated by the high quality of the group reports which 
have appeared in new form this week—from Courtaulds, Richard 
Thomas and Baldwins, British Insulated and Callender’s Cables 
and the Beecham Group. To do justice to these reports would 
require far more space than is available in the Records and 
Statistics supplement, and an attempt is made to remedy this 
deficiency in two following notes on Courtaulds and Richard 
Thomas and Baldwins. 

The new form of accounts has enabled The Economist to 
undertake major improvements in the recording and analysis of 
company profits. When this work was first undertaken in 1908, 
company profit and loss accounts were more remarkable for what 
they concealed than for what they revealed. In that year, accounts 
were received from 775 companies ; in recent years, the total has 
usually been well above 2,000. But although the number of 
companies has grown, the figures shown in their accounts have 
required increasingly careful interpretation. Considerable time 
and labour has long been expended by The Economist on the 
published figures, to ensure that income tax is treated consistently 
—a point, often explained in these columns, which can best be 
summarised as the adjustment of profits shown “net” to their 
equivalent “ gross” basis, before deducting standard income tax. 
The recommendations of the Institute of Chartered’ Accountants 
and the requirements of the new Act will save much detailed work 
on tax adjustment. ; 

The Economist’s profits figures have been defective, too, because 
while they made the best attempt to summarise and analyse 
the results shown in the old statutory accounts of parent 
companies, they have hitherto not included group profits. 
An increasing number of companies published group profit 
and loss accounts before the new Act was passed, but it was 
obviously preferable to wait until all groups were required by 
law to provide group accounts before attempting to measure con- 
solidated profits. Certain changes have also been made in the 
summary of company ‘results (which appears in Records and 
Statistics each week) to give regular information about group 
profits. At the same time, much more detailed analyses of profits 
than have appeared regularly in The Economist itself are to be 
published in future, beginning with the July-September quarter. 

A detailed explanation of these changes must await a later 
occasion. In addition, an entirely new system of recording and 
analysing consolidated balance-sheets is being undertaken. In the 
course of time, this should provide much valuable information 
about the financial structure of British industry, its capital and 
reserves, and the all-important, but hitherto unmeasured, move- 
ment in current trading items, like stocks, debtors, cash and in- 
vestments. By a system of mechanical recording and analysing, 
it is hoped to provide rapid information on the profits and finances 
of British industry, quarter by quarter. Thus the work begun 
in @ tentative way forty years ago should reach new standards of 
comprehensiveness and accuracy. The Economist looks forward, 
with some enthusiasm, to being able to provide “a true and fair 


view” of the state of affairs of British industry in the years to 
* * * 


The Banks’ Half-year 
The bank interim dividend season, which this week has bee 
- in full swing, has followed its customary course. The seeing 
banks have stabilised their distributions for so long that officially- 
inspired dividend limitation is of no account in any analysis of 
bank share prospects. Earnings experience, however, has probably 
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been more favourable during the half-year than most b 
first expected. A larger volume of resources has been 
for employment, and the total has been employed more reg 
neratively than in the corresponding period of 1947. The ha, 
yearly balance sheets so far available all show a larger totalg 
deposits than at mid-1947, not in all cases above the lepg 
of end-1947. The movement of deposits in recent months, bog.’ 
ever, has been distorted by the Argentine pay-out, so thatg 
experience i banks may be an unreliable guid, 
that of the clearing banks as a whole. From the cag 
standpoint, however, the average level of deposits duri 
period is much more important than their net change, and: 
average has generally been perceptibly higher even than the 
figure of the first half of last year. For the clearing bankg 
whole, the average level of resources employed in the firs 
months of this year—taking the average of “net” deposits— 
£200 million above the corresponding figure for 1947, at {4 
million—an increase of 3.7 per cent. 7 
This is a much smaller rate of growth than occurred ig 
phase of Daltonian inflation, but it means that the disinflats 
policy will have to go a good deal further before it becom 
limiting factor upon bank earnings which some people en 
Moreover, although average resources have risen by this ae 
tively modest £200 million, the expansion of advances—aiway 
the most remunerative avenue for the employment of bank flag 
—has been accelerated. In these same five months the avenge 
level of advances was no less than £252 million, or 24 per Gm 
better than in the similar period of last year. The second tog 
remunerative earning asset—the investment portfolio—hag jy: 
shown a significant further rise on the average (by £32 million) 
although in this case the income benefit has been neutralised, # 
least temporarily, by the need to provide for book losses. 7 > 
The fact that the banks have been able to employ on the avéefig 
more than £280 million of additional funds in these relative 
profitable channels, although their total resources have risen by 
only £200 million, is explained by the substantial reduction i# 
average scale of their lendings to the Government—a change whi 
results, in this period, rather from the Treasury’s large bere 
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from drafts on dollar credits and gold reserves than f 
approach of the budget to equilibrium. These influences pr 
duced an average fall in the banks’ lendings against Trea 

deposit receipts by £199 million—a movement only partially oft 
by the £109 million increase in the holdings of, or loans ag ms, 
other forms of floating debt. The banks’ balance sheet struct 
is therefore much more favourable, from an earnings pointd 
view, than it was at the end of the war. But much of theg 
has certainly been counterbalanced by rising costs, especia 
costs. And this year, for the first time since the early phased 
the war, the banks will have to look with particular care 4 


quality of their advances. The recession—both actual andopm 
spective—in the luxury trades can hardly fail to leave some 
of bad debts for the banks. 


* * * ; 
Miners in Conference a 


Mr Arthur Horner, at the conference of the National U 
Mineworkers, dealt with the need for reorganisation of the y 
industry and for the concéntration of work on efficient pits'ill 
speech which was a model of good sense. He left no doubt ti 
the leadership, at least, of the Union is prepared to facet 
necessity of closing uneconomic pits. This is satisfacto 
remains to be seen whether the miners who are personally ti 
by the schemes will react in the same way, or whether the expat 
ence of Waleswood will be repeated throughout the coalfield 
The Coal Board’s offer to pay 26 weeks’ compensation to displ 
miners (though less than the miners’ original claim for 52 we 
is generous—it could be called lavish—and the miners cam® 
that in this respect, as in so many others, they are favoured bey@ 
the run of ordinary industrial workers. Indeed, the main the 
of the conference has been the appeal to the men to face” 
responsibilities and to show due recognition of the very substi 
benefits they have gained through nationalisation. Mr Bevitt 
this most forcefully. But it is the response—not the apper 
that will count. f — 

Mr Horner would perhaps be more convincing when he f 
to the National Coal Board’s losses if he laid more emphasi 
the urgent need to reduce costs, and did not put forward f 
claims for advances. The projected new wages structuf 
taken a long time to take shape, and is even now indefinite” 
it is clear that if uniformity between districts is the object if 
lead to the general raising of the level of wages. The more: 
te verge oe unpre atone pl et a 

rage un e i i 
South Wales and Durham. It would be Fimeut to d 
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A Flower Market, Rome. 


Rome, Paris and the Riviera . . . New sights, new sounds, new horizons. 
But the colour and bustle of foreign shops and markets remain the most 
vivid memory of our continental holiday. And the money with which we 
bought those honey sweet » that lovely length of silk and those 
ingenious toys? Well, we took Travellers Cheques issued by Barclays 
Bank. We got them from our local branch, as easily as buying a stamp, 
and we changed them whenever the need for money arose. The Bank 
NN en ie ee ee eee 
pane holiday. The Manager of your local branch would do same 
or you. 


BARCLAYS BANK LIMITED 


Associated Companies on the Continent 
BARCLAYS BANK (FRANCE) LIMITED 
BARCLAYS BANK S.A.I. ROME 





Are you 
Shipping Goods? 


Exchange regulations and import restric- 
tions in the various countries present many 
difficulties to Exporters. Our long experience 
of international trade and intimate know- 
ledge of local regulations enable us to give 
expert and timely guidance to Merchants 
who consult us on their problems, 


GLYN, MILLS & CO. 


HEAD OFFICE: 
67 LOMBARD STREET * LONDON *, B.C.3 





Associated Banks: of _ Scotland 
Williams. Deacon’s. Bank. Limited 


THE ROYAL TRUST COMPANY 


(Incorporated in Canada with limited liability) 


HEAD OFFICE: MONTREAL, CANADA 


LONDON OFFICE: 3, ST. JAMES’S SQ., S.W.1 
(Tel. WHI 5466) 


EXECUTORS AND TRUSTEES 
TRANSFER AGENTS AND REGISTRARS 


SAFE-CUSTODIANS AND MANAGERS 
OF INVESTMENTS 


BRITISH AND CANADIAN INCOME 
TAX CONSULTANTS 


CANADIAN AND AMERICAN SUCCESSION 
DUTY ADVISERS 


ASSETS UNDER ADMINISTRATION 
EXCEED $945,000,000 


Branches throughout Canada and in Newfoundland 








Eastern Enterprise 


For over three hundred years men of enterprise and initiative 

have engaged in trade with the East. For nearly a century The 
Chartered Bank of India, Australia and China has supplied them 

with the specialised banking services that this trade demands. 

Today, in addition to. these services, the Bank’s wide network of 
branches ensures that a wealth of information on local needs for 
products and services is readily available to customers. Those planning 
to enter the markets of the East are cordially invited to discuss their 
problems with the Managers of the Bank in London, Manchester or Liverpool. 


.THE CHARTERED BANK OF INDIA, AUSTRALIA AND CHINA 


(incorporated by Royal Charter 1853) 

HEAD OFFICE: 38, BISHOPSGATE, LONDON, E.C.a 
Manchester Branch: 52, Mosley St., Manchester 2 « Liverpool Branch: The Cotton 
Exchange Buildings, Old Hall St., Liverpool 3 « West End (London) Branch: 
28, Charles Il St., London, $.W.1  «® New York Agency: 65, Broadway, New York 

Associated Banking Institution in India: The Allahabad Bank Lid. 

The Bank’s branch system, under British management directed from London, serves 
INDIA « PAKISTAN «¢ CEYLON. e BURMA « SINGAPORE AND FEDERATION 
OF MALAYA e NORTH BORNEO AND SARAWAK » INDONESIA « FRENCH 
INDO-CHINA « SIAM «+ THE PHILIPPINE REPUBLIC « HONGKONG 

CHINA e« JAPAN 
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formula which will satisfy all the districts without adding enor- 
mously to the price of coal. 

Output of deep-mined coal fell by 79,700 tons last week to 
3,839,600 tons; this seasonal decline normally lasts until the 
holidays are over and winter afproaches. The total coal output 
of 106,060,000 tons in the first 26 weeks of 1948 slightly exceeds 
the half-way mark towards the year’s target of 211 million tons. 
But there is little reassurance there ; output in the second half 
of the year is invariably more affected by holidays than in the first 
half. Mr Bevin’s appeal to the miners for a further 200,000 tons 
a week was timely and urgent, 


* * * 


Steel Subsidies and Prices 

Mr G. R. Strauss, the Minister of Supply, took exception re- 
cently to certain observations in the monthly statistical bulletin of 
the British Iron and Steel Federation. Last week he stated in 
Parliament thar steel production was enjoying the benefit of sub- 
sidies from public funds to the extent of £22 million a year—a 
figure to which much publicity has recently been given by sup- 
porters of the Government, in the press and in radio discussion. 
The latest issue of the bulletin issued by the Federation contains 
a detailed examination of the subsidy arrangements and their 
effect on steel prices—to which Mr Strauss’s reactions will be 
particularly interesting. 

The subsidy arrangements cover three separate matters: 
imported iron ore, imported steel, and imported scrap. On im- 
ported ore, the subsidy arises through the freight stabilisation 
scheme. Freights are still 240 per cent over the prewar level 
(partly because outward coal cargoes are not yet sufficient to fill 
the iron ore ships sailing to foreign ports) ; until recently, the 
Government had kept the charge for freight to the iron industry 
to 50 per cent over prewar, but now the formula has been 
changed to 100 per cent, with a consequent increase in prices of 
pig iron and semi-finished steel, though not in finished steel. The 
subsidy on iron ore imports, therefore, relates to the extra 140 per 
cent in freight rates over the prewar level, and it is equivalent to 
about 148. per ton of ore. The total cost is put at £7,000,000 a 
year, though this~appears to be something of ‘an overestimate, 
since ore imports are running at about 9,000,000 tons a year and 
freights are falling. If this extra cost were added to ‘steel prices, 
instead of being met from public funds, it would represent, 
according to the Federatién’s calculations, about 10s. 6d. a ton, 
or about 3 per cent on the price of steel. Presumably the Federa- 
tion (which has recently absorbed £2,250,000 of the cost) would 
not oppose the charging of the full landed cost of ore, coupled 
with a consequent readjustment of steel prices, if the Government 
were to adopt that changed course. 

Mr Strauss showed that £9,000,000 out of £22 million arises 
from imports of iron and steel—at prices higher than domestic 
prices, This appears to assume a higher rate of import than is 
now arriving—say 600,000 tons a year, compared w:th the present 
rate of 500,000 tons—and a higher gross loss per ton. At present, 
the difference between imported and home prices, including the 
import duty which accrues to the Exchequer, is £10 7s. 6d. a ton, 
or £6 17s. 6d. a ton if the import duty is excluded. Thus the 
“subsidy ” (which is a subsidy to steel consumers, and not to 
the industry) for 1948-49 would appear to postulate a further 
increase in the loss per ton to something like £15 including 
import duty. 

Thirdly, a sum of £5,000,000 appears to have been reckoned 
for equalising the cost of imported scrap. The faded expectations 
of obtaining 1,000,000 tons of commercial scrap from Germany 
may be revived as a result of the currency reform. The calcula- 
tion is that the cost of German scrap would be £6 Ios. a ton 
f.o.b. and £9 a ton delivered to British steel works.. Thus, it 
would cost some £5 a ton more than domestic scrap, which is 
coming forward very freely at the rate of 4,500,000 tons a year 
at £3 tos. to £4 a ton. Bur there is still a good deal of uncertainty 
about the supplies which are likely to arrive from Germany during 
the coming year, and about the estimate of £5,000,000 for the 
cost of equalising imported and home scrap prices. If the full 
charge were im fact incurred, and if it was taken into account in 
the price of steel ingots, it would involve'a 2 per cent increase in 
British steel prices. 


* 


An informative table in the bulletin compares British, 
Dominion and foreign prices for various steel products entering 
into home trade, from which British prices emerge by no 


means 
- wafavourably. Australian costs are the lowest in the world, thanks 


to the exceptionally low cost of coal and iron ore, . 


. . of 
: the size quoted in the table cost £14 12s. 6d. (sterling) per ton 
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in Australia, compared with £16 18s. per ton in Britain and 
£17 0s. 2d, a tomin the United States. Prices of the less highly 
finished products in this country are often below the corres 
ing American home price (4-inch heavy bars, for example, 


.£17 18s. a ton here, and £21 13s. 7d. in America) but in sheeg 


and tinplates the comparison is markedly unfavourable. It is, 
of course, on these products that the British steel industry is new 
making a strenuous effort to draw abreast of the best American 
practice. t 

* * * . 







Film Quota Dispute 


Mr Harold Wilson said on March 25th, in an answer to Mr 
Ivor Thomas in the Commons, that in the negotiations which Ie 
to the American film agreement the British side gave no 
taking of any kind about the quota under the new Films Act. | 
added that he intended to fix the quota “ at the highest practicable 
level.” At that time the American Agreement had been sig 
but the schedules to it were’ still under discussion. Mr. Wilson 
could not have made himself more clear. But this did not prevent 
the American film industry complaining bitterly when the new 
quota for first features proved to be as high as 45 per cent. The 
American film producers have no formal ground for complaint, 
and they are showing a special aptitude for ruining their case by 
the unreasonable terms in which they state it ; so that in the public 
correspondence between Sir Henry French (speaking for the 
British film producers) and Mr Allport (of the Motion Picture 
Association of America) Sir Henry has held his own with ease. 
But this does not entirely dispose of the matter. The Americans 
feel their grievance to be genuine ; clearly they had been thinking 
of the agreement as a guarantee that their films could be fairly 
freely shown in this country, and it is going to be hard to persuade 
them that they have not been let down. Can the British film 
industry afford to ignore American feeling altogether ? If it dees, 
what will be its prospects of developing a United States market for 
British films, and. how will it fare if the expansion of American 
finance in the film business of this country (which is hardly t 
be avoided, given the terms of the Agreement) takes place against 
a background of hostility and distrust ? 

The Film Quota evidently means different things to different 
people. Substantially, the American reproach is that it has been 
fixed higher than is practicable, and that this amounts to aa 
unreasonable restraint of trade; the British industry cannot, they 
say, produce enough films of reasonable quality to fill 45 per cent 
of the first-feature playing time. The British producers maintain 
that they can ; their contention can be proved only by trial. But 
when the Films Council recommended that the first-feature quota 
should be 45 per cent, they did so not on the basis of current pro- 
duction alone. The decisive evidence was an estimate by the 
British Film Producers’ Association of the number of films which 
could be generally released in the first quota year, together with 
films still in circulation from the previous year and a number of 
re-issues. This does not seem to have been understood by Mr 
Allport, who accuses the British industry of over-stating is 
productive capacity. It does not appear that the British industry, 
for this purpose, stated its productive capacity at all ; it stated what 
films it could get together, from current production and other 
wise, for circulation in the twelve months which open in October: 
On the narrow question it is probably right. A bigger question 
remains to be answered: can the quantity required be provided im 
the future, over a period of years, without loss of quality ? If # 
cannot, what is to happen to the quota? If the facts should 
require that the quota be reduced in a year’s time, will reduction 
be politically possible ? Political pressure, as the Parliamentary 
debates on the Films Bill showed, will be the other way. It may 
yet prove unwise to have set the first quota so high. 


w * a 
World Bank Loans 


Mr Robert Garner, Vice-President of the International Bank 
for Reconstruction and Development, took the opportunity of a 
recent passing visit to London to discuss some of the problems 
that face this institution. One point which he made crystal cleat 
was that it had no legal link with the European Recovery Pro- 
gramme and that none of the Marshall Aid loans would be madé 
through its agency. He added, however, that the effect of ERP on 
Europe should be to make the continent safer for World Bank 
loans and that the -ba 


nk 
as had been taken by International Monetary Fund if 


Bank loa 


participants in the Programme from its facilities. == 
Mr Garner said that discussions had taken place with Britait, 
France and other European countries on the possibility of raising 

ins for colonial development. It can be assumed that 
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these discussions were concerned with general principles only and 
that no specific projects have been considered so far. It can even 
be said that on the British side the prospective borrower will need 
as much persuasion as the lender for such projects. The scope 
for further loans by the International Bank is becoming decidedly 
limited. So far it has made loans of $513 million, almost the whole 
of which has been advanced in US dollars. The resources out of 
which these loans have been made were provided as to $750 
million from that part of the members’ subscriptions which has 
been payable in gold or dollars and as to $250 million by the pro- 
ceeds of the two bond issues made in the US capital market last 
year. It follows that rather less than $500 million is now available 
for lending, unless the bank can issue more bonds in the United 
States or finds it possible to make loans in currencies other than 
dollars. The Belgian Government has given its permission for 
utilisation of its local currency subscription to the Bank in order 
to make a small loan to Luxemburg, and a modest amount of Swiss 
francs needed by the Dutch Government has been raised by a 
direct bond issue by the International Bank to the Bank for Inter- 
national Settlements in Basle. These, however, are the only 
exceptions to the exclusive use of dollars in the Bank’s operations 
so far, and Mr Garner expressed the hope that one day the British 
Government might find it possible to release its sterling quoia to 
the Bank’s capital to allow that institution to make sterling loans. 

Mr Garner’s visit to Britain was made on his return to Wash- 
ington from a tour of the continent. The main impression he 
appeared to have brought back from that tour was the contrast be- 
tween the recovery in production and the serious decline in intra- 
European trade. He stressed that the release of the now paralysed 
payments machinery in Europe should be given the highest priority 
in the work of the Office for European Economic Co-operation, and 
added that one of the representatives of the International Bank 
had attended the Paris meeting at which this problem was under 
discussion. This, however, is a matter in which the Fund, rather 
than the Bank, is designed to help. 


x * x 


Capital to South Africa 


Further regulations have been issued by South Africa to 
contro] the movement of capital to the Un‘on from other parts of 
the sterling area. Until recently the restrictions on such move- 
ments of capital affected only bank to bank transfers. They left 
the field wide open to easy evasions through deals in securities. 
The simplest way of evading the restriction on bank to bank 
transfers was for a resident in a country outside South Africa 
to buy South African shares in his own market, sell them in 
South Africa and keep the proceeds in that country. An attempt 
was made to enlist the help of the commercial banks in repelling 
such capital by requiring them to compel non-resident depositors 
either to invest or to repatriate their funds.. The banks, however, 
appear to have pleaded their inability to tackle ths task, which 
would have given them unwanted initiative in interpreting what 
was and what was not “hot” money. 

The Union Treasury has accepted this plea and this week has 
issued regulations to cover this particular problem. South 
African securities purchased with funds received from residents 
of sterling area countries other than South Africa must ih future 
be held under the control of an authorised dealer in South Africa. 
The sale of such securities will be permitted only provided the 
proceeds are held by the authorised dealer concerned for reinvest- 
ment in other quoted securities within a period of 30 days. If the 
proceeds are not so reinvested the funds must be repatriated to 
the sterling area country from which they were originally received. 
The regulation covers all South African securities held by resi- 
dents of the sterling area outside the Union. In so far as it is 
meant to check the further inflow of capital from outside, it is 
merely flogging a dead donkey, effectively killed by the recent 
political changes in the Union. The regulation should, however, 
have some effect in hastening the departure of the really “hot” 
money which remains in the Union in the guise of bank deposits. 


* * * 


The Drachma 


The Governor of the Bank of Greece, Mr George 
Mantzavinos, who is making a routine call on the Treasury and 
the Bank of England, has given some illuminating information. 
about the economic position in Greece this week. He admitted 
that the drachma had lost a third of its purchasing power in 1947, 
but this, he affirmed, was due mainly to increased taxation and 
to the rise in dollar prices, It was not a reflection of inflation, 
¢ven though he admitted that the fiduciary circulation had risen 
by 80 per cent over the same period... This increase in the note 
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issue, he contended, was not inflationary because there has been a 
fall in the velocity of circulation, and also because the additional 
notes “ were secured by advances for productive purposes.” The 
Greek budget is in a state of considerable disequilibrium if 
military expenditure is included in it, but in spite of this fact the 
advances of the Bank of Greece to the Exchequer have fallen 
over the past year from 420 billion to 178 billion drachmas. The 
paradox is explained by the comparatively large outside assistance 
received by Greece, and also by the sales of gold coins through 
which the Bank of Greece has attempted to check the progress 
of inflation. The inflow of American funds into Greece has been 
the largest per head of population into any country in the world. 
In 1946 Unrra alone spent $210 million in Greece. In the same 
year the Bank of Greece lost $112 million of its reserves. In 1947 
US assistance amounted to $300 million. In 1948 there have been 
emergency grants from the United States for military purposes, 
and as from last April Marshall aid has begun to flow. The 
drachma proceeds of this comparatively large inflow of external 
assistance have put at the disposal of the Greek authorities 
resources adequate not only to meet their current budget deficit 
but also to repay advances of the state to the Bank of Greece. The 
sales of gold coins to the public have had the same effect. 
Most of the gold is now provided by the United States. The 
form in which it commands the best price in Greece is sovereigns, 
which are quoted at a wholly irrational premium in terms of 
French napoleons. The amount of gold now circulating in 
Greece has reached extraordinary proportions per head of popu- 
lation. A large range of goods bought and sold in Greece is 
quoted only in terms of gold, and rents, for example, are usually 
expressed in this way. The gold circulation has been fed in 
part from sales of the Bank of Greece’s reserves, from substantial 
quantities of coins dropped by both sides during the period of 
hostilities to help the guerrillas, and finally by sales of geld acquired 
first from the British Government and then the United States. 
These details do not make up a picture of a stable and healthy 
economy. It is, however, a picture fully in keeping with the 
devastating background of civil war in which the Greek economy 
has been called upon to evolve since the end ot official hostilities. 


* * * 


Courtaulds on Replacement Costs 


Apart from the omission, for this year only, of comparative 
figures—which Mr Hanbury-Williams suggests might be accepted 
as reasonable in view of the many changes in the arrangement 
and composition of the figures—the Courtaulds accounts are a 
model of the new form under the Companies Act. The accounts 
themselves are analysed in some detail in the Records and Statistics 
Supplement, but the chairman’s statement raises in addition a 
question of major importance, to which attention was recently 
directed in The Economist. This is the rising cost of replacement 
of assets. 


The balance-sheet of the parent company includes fixed assets 
at a total value of £30,632,242, measured by replacement values 
immediately before the war and by cost of additions since. From 
this total there is deducted provisions for depreciation and 
obsolescence amounting in all to £18,787,688. The chairman states 
that the cost of replacing these assets at current prices would be 
much greater than the total value, before depreciation, at which 
they stand in the books. The difference arises, not from any in- 
crease in the value of the assets, but from the depreciation in the 
value of money, which presents the company with a serious pro- 
blem in providing for depreciation on plant and buildings. Such 
provisions, which are based on book values of the assets concerned 
(and not on their current replacement values) leave the company 
“a long way short” of the annual amount necessary at current 
price levels to provide for replacement of plant when it is worn out. 


Admittedly, the company has total reserves of £24,095,842, 
which have been accumulated to provide for the development and 
expansion of the business. But evidently a large part of these 
reserves must now be regarded as likely to be required to meet 
the ultimate cost of replacing fixed assets (since the accumulated 
depreciation funds will be insufficient for that purpose), the 
chairman does not, indeed, rule out the possibility even that further 
substantial sums may be required. These general reserves, 
of course, have to be accumulated largely out of taxed profits ; the 
authorities will not admit them as relevant to the calculation of 
controlled prices (which means that the company has to sell its 
products be the real price), and, of course, the revenue 
authorities not admit them as a deduction from taxed profits 
{which means that Courtaulds, like so many other companies, is 
being taxed on so-called “ profits ” which really reflect inadequate 
maintenance of capital assets), The chairman’s observation that 
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“this whole question of plant replacement is perhaps the 
problem facing industry today ” is no exaggeration ; some 


cellor, some day, will have to take notice of it. “ 
¥ ' a 

* * * a 

Richard Thomas and Baldwins om 


The accounts of Richard Thomas and Baldwins, set out with 
much technical elegance, conform to the new standards requigd 
by the Companies Act. A company note in the Records gj 
Statistics Supplement attempts within its limited space to brig 
out some of the salient changes in the accounts themselves, 

E. H. Lever’s statement accompanying the accounts is concerned 
chiefly with developments by Steel Company of Wales, and witht 
threat of nationalisation of the steel industry. At the end of Sep. 
tember last year, Richard Thomas and Baldwins transferred 144 
its tinplate works to Steel Company of Wales, together with 
cient working capital to operate them, in return for £1,175,000 
shares in Steel Company of Wales. The main task of that concem 
is, of course, to complete the new steel works and strip mill @ 
Margam, for which the first public issue of £15 million of 3 pe 
cent debenture stock, 1952-57, was raised last year. Richani 
Thomas and Baldwins has subscribed for 3,000,000 £1 ordinary 
shares in the new company, on which 1s. per share has been called, 
leaving £2,850,000 to be called, it is expected, by July, 1952. Rela 
tions between the two companies will obviously be close ; Mr 
Lever is chairman of both concerns, and Richard Thomas and 
Baldwins will act as selling agents for flat rolled products produced 
by Steel Company of Wales, which will represent the bulk of it 
output. 

On the threat of nationalisation, Mr Lever is quite unequivocal 
He points out that those responsible for the company are running 
its business to the best of their ability, despite the impediments 
of politics on administrative problems; and he declares forth 
rightly that “ there seems no justification whatever for tampering 
with the structure of the iron and steel industry at the present 
moment... .” This warning is not less important because & 
comes from one whose knowledge of the industry is fresher and 
more recently acquired than the “ political ideologies ” of which 
he complains. 





x * * 


Hard Going for New Issues 


As July 1st approached, and with it the new requirements & 
the Companies Act, new issue activity sharply increased. But it 
vestors have proved distinctly unreceptive to this last-minute 
rush, and underwriters were called upon last week to fulfil theit 
obligations in respect of three issues—Bambergers, R. Hudson 
and N. Hingley. The Bambergers preference issue, however, 
was fully subscribed, which is indicative of the investor’s present 
state of mind. A week earlier, underwriters of the Mabie Todd 
issue had to take up 75 per cent, those of Mayfair Products 84 pet 
cent and British Tap and Die 66 per cent of the shares offered. 
But, despite unfavourable market conditions, when an outstanding 
equity like Whitbread was offered on Monday—as the table below 
shows, on a considerably lower dividend yield basis than any of the 
other companies except Hingley—the investing public was interes 
ted enough. The Whitbread issue was four times over-subscribed. 
The “A” shares have since risen to over 4s. premium and the 
“B” ordinary shares to 1s. 


TERMS OF New Issues 


June-July, 1947 June, 1948 
Earnings | Dividend | Earnings Dividend. 
oe Yield Yield Yield 
on Issue | on Issue on Issue | on Issue. 
Issue Pric Price Issue Pri Price 
Gross ; 
% . 
Midland Iron and 
Hardware........ } 18-0 
Balstone Cooke and | 
Rayonese ........ 
R. Wylie Hill ...... 





Sussex Rubber...... 
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situation is hardly surprising. A year ago, when markets were on 
a very different level, 11 new issues were higher than their open- 
ing price, five lower and three unchanged ; for every two issues at 
a premium, one fell to a discount, while the proportions now are 
almost exactly reversed. The market pattern has, of course, 
changed ; the Financial Times industrial ordinary share index 
fell in June and July, 1947, from 135 to 131; last month it fell 
from 120 to 113. This change in the equity market has found its 
reflection in new issue terms, of which a summary is given above. 
Yet, measured by results, the adjustment of new issue terms has 
not gone far enough. Last summer,‘a gross dividend yield of 6 to 
7 per cent and an earnings yield of 15 per cent on a new issue 
was sufficient, as a rule, to ensure success. In recent weeks, much 
higher yields have failed to attract the public to the shares of 
estimable companies. Perhaps the success of the Whitbread offer, 
in contrast to this sequence of recent failures, is a portent of 
what lies in store for the important industrial issues—among them 


Imperial Chemical Industries—which are in an advanced stage of 
preparation. 





x * * 


No Preference for Tin Ore 


The Malayan preferential export duty on tin ore, always 
a bone of contention with America, has been lifted as from 
June 30th. This duty amounted to about £61 a ton and was 
levied on all ore shipped for smelting to destinations other 
than the Straits Settlements, Australia and the United Kingdom. 
It meant in fact that smelters within the Commonwealth bought 
Malayan ore £61 a ton cheaper than foreign smelters. In addition 
to this preferential tax, there is also a revenue duty of approxi- 
mately £60 a ton for ore of 70 per cent tin content which still 
remains in force, and is levied cn all shipments. 

With the abolition of the preferential duty, America will be 
able to import high grade Malayan ore to “sweeten” the low- 
grade Bolivian ore used in its Texas smelter. But there is unlikely 
to be any immediate change in the sources of supply, since 
current contracts run to the end of year, while the international 
allocation of tin is not due to expire until June next year. America 
could perhaps convince the Combined Tin Committee that it 
should import more Malayan ore rather than Malayan tin-metal, 
but the real effect of increased American demand must await a 
freer tin market. Under the Geneva Tariff Agreement signed last 
November, Britain agreed to abolish the prefegential export duty 
only on condition that the Texas smelter should not be subsidised 
by the American Government. But reports from Washington 
state that the Reconstruction Finance Corporation has been 
empowered to maintain the smelter in operation uhtil June, 1950. 

The latest action is not due solely to American representations. 
It has also been required by the changed political status of 
Singapore. The exclusion of Singapore from the Federation of 
Malaya would have meant that under the preferential duty system 
its smelter would have to pay the second export duty and would, 
therefore, have to operate at a considerable disadvantage compared 
with the Penang smelter. The important point now, however, is 
whether America is now running its smelter on a commercial 
basis. It could, of course, be argued—how effectively still remains 
to be seen—that under Article V of the Economic Co-operation 
Agreement, Britain was obliged to remove the preferential duty 
as it agreed to “the removal of any hindrances to the transfer. of 
such materials (for stockpiling or other purposes) to the United 
States.” In that case, has America no reciprocal commitment? 
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Investments in South America 


The process of clearing up the sale of British investments 
in South America continues on its inglorious, untidy way. In 
some cases, the prospect of purchase is still uncertain, which is 
perhaps as invidious as a knockdown price in an agreed sale. 
For example, the likelihood of the eventual purchase of British- 
owned railways and utilities in Brazil has not been greatly altered 
since the publication of the Trade and Payments Agreement last 
month. ‘This week’s rally in Leopoldina seems to have been 
prompted more by vague hopes that a “take over” may be 
arranged than by any point of substance in the latest statement 
from the company. In fact, the directors have no information 
to give about overcoming the difficulties of this and other rail- 
ways in Brazil; stockholders know only that the “ possibility 
and desirability” of taking over the railway is among the terms 
of reference of a committee recently appointed by the Brazilian 
Minister of Transport to inquire into the situation of the railway. 

Prospects of compensation for expropriated properties of other 
British companies in Brazil have alse receded. It is reported 
that Para Electric has no further funds in Brazil to pursue its 
case for restoration of its properties seized last February, but 
action is apparently under consideration by the British authorities. 
Ceara Tramway, Light and Power, also dispossessed, received 
the doubtful assurance that a local municipality had been com- 
missioned by the central authorities to pay an indemnity to the 
company ; it now finds that the municipality is quite unwilling 
to do so. The eventual payment in sterling to San Paulo 
(Brazilian) Railway of compensation for its “ recognised capital ” 
of £6,638,803 plus accrued interest at 7 per cent has advanced 
one stage further this week by the approval of the Public Works 
Committee of the Senate. But since the measure has still to 
obtain the consent of the Finance Committee of the Senate, the 
Finance Ministry, a plenary session of Congress and finally of 
President Dutra, many months are likely to elapse before the 
money is available to stockholders in London; meanwhile, a 
decision about the company’s other claims in respect of “un- 
recognised capital” is not yet in sight. 

There are occasional difficulties in London, even when pur- 
chasé prices are provisionally agreed. Last week, the universal 
approval demanded by the Uruguay railway companies for their 
schemes of settlement was not forthcoming. The second debenture 
stockholders of Central Uruguay Railway refused to support the 
directors’ proposals by the required majority of seventy-five per 
cent of the value of stock voted—indeed holders of some £864,701 
of stock voted against and {1,065,861 for thé proposals. The 
objections of these dissenters, which have been well ventilated 
since the announcement of the scheme, must now be resolved 
either by mutual arrangement between second debenture holders 
and ordinary stock holders or by the submission of new terms of 
compensation by the company. 


* * * 


Postwar Record in Rubber 


The spot price for rubber in London reached 1s. 23d. a Ib. 
on Tuesday, the highest level since the reopening of the free 
market last year, and the highest recorded price under free market 
conditions since 1928. Several factors have contributed to the 
recent firmness of the market. Supplies are relatively scarce in 
London owing to the diversion of shipments to America last May. 
The political troubles in Malaya, while not yet directly affecting 
output, are expected to reduce the quantities marketed in the near 
future. Mr Rees-Williams, Under-Secretary of State for the 
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Colonies, stated in the House of Commons on Wednesday that 
firm action is being taken against the terrorists, but only if the 
present unrest is quickly dispelled will rubber production and 
available supplies be adequate. 


These political difficulties have had less effect on the rubber 
market than American and Russian buying. Russia has pur- 
chased large quantities from Malaya and has also agreed to buy 
further supplies from Siam and Indonesia, Russian imports for 
the whole of 1947 amounted to 35,000 tons ; in the first quarter 
of 1948 they rose to 13,000 tons, and subsequent shipments are 
expected to be more than double that rate. American purchases 
for stockpiling have not been on such a large scale. The reported 
intention of the American Government is to accumulate 700,000 
tons of natural rubber, and stocks at the moment are believed to 
be less than half that figure. Moreover, natural rubber has 
assumed greater strategic importance in the United States owing 
to the shortage of petroleum which provides the raw material for 
synthetic rubber. Under present political conditions, American 
purchases are almost certaig to expand. Rubber output from the 
Indonesian estates is increasing, but it is less than a third of 
that of 1938, which was a poor year. The improvement which 
has taken place in recent months promises a fairly rapid increase 
in production, but not to the extent that surplus supplies are 
likely to arise during the current year. 


* * * 


Settling Anglo-Italian Debts 


Agreement has now been reached between the representative 
of the Italian Treasury in London and the Council of Foreign 
Bondholders on the terms and conditions for the settlement of 
part of the outstanding sterling Italian bonded indebtedness. So 
far holders of two issues are to receive payments. Holders of 
Italian Credit Consortium 7 per cent bonds are to receive a 
capital repayment in fuil and arrears of interest up to March 1, 
1947. Interest on the Royal Sardinian Railway 3 per cent bonds 
is to be paid up to September 15, 1947, from which date the 
Italian Treasury will resume interest payments in full while 
reserving the right to redeem the bonds at par. The payments 
will be made in lire transferable at the rate of exchange on the 
day of maturity, with the exception that in the case of Italian 
nationals the payment of interest will be effected in lire in Italy. 
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“ -\UR BUSINESS has been a one- 

O family concern since it started. 
I can’t remember that any of our 
key-positions has ever been filled 
by someone outside the family 
or friends. 

“On. balance this. method. has 
served pretty well. But we hadn't 
foreseen what we'd come up against 
these last two years. Almost at 
once we needed to double output 
with nothing like the requisite new 
plant in sight. That meant revising 
schedules, reorganizing, speeding the 
works up generally. And it meant 
a good new man to do it. 
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You see, the 14 Regional Offices 
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Further discussions are being held on the terms of settlemeny at 


the Maremmana 5 per cent Railway Loan, 1862, as well as on 
the Italian Government’s share of the guarantee for the Austrian 
Government Guaranteed Conversion Loan, 1934-39. No indica. 
tion has yet been given of any change in attitude of the Italian 
Government following the protest lodged earlier by the British 
authorities on the Italian refusal to fulfil its share of “ 
guarantee on the Austrian loan, on the grounds that Austria had 
not proved its incapacity to service the loan, i 


Persons with debts due to them from Italy arising from cons” 
tracts or agreements entered into before the outbreak of wap 
(June 11, 1940) may also shortly expect to rece:ve payment. The 
arrangements for settlement contemplated in the inter-Governs 
mental Financial Agreements of April, 1947, have now been cone 
cluded, and payment to creditors in the United Kingdom of ol@ 
claims against, and debts due from, Italy has now begun. It ig 
being made through the Midland Bank, Limited (Overseag” 
Branch), which will communicate with the creditor when his debt 
is about to be paid. The payments now being made, however! 
relate only to cases in which the debtor has made a corresponding? 
deposit of lire in Italy. Any creditor, therefore, who has not been! 
informed that his debtor made such a deposit before or during: 
the war should draw the debtor’s attention to the need for making: 
the payment in lire. In any case, it is desirable that creditors 
should get into touch with their debtors to agree the amount and 
other particulars of the debts involved. The inter-Governmental 
Agreement does not provide machinery for settlement of any digs 
putes between debtor and creditor ; these will have to be settled: 
through the normal processes of the Italian Courts. f 


~ 


* * * 


Falling Property Values 


In the last three months, there has been a noticeable fall 
in the cost of living accommodation in or around London. Price 
movements of house property and flats are never uniform and it” 
is dangerous to generalise about the various types of living 
accommodation. Some particular illustrations, however, do sug- 
gest that the highest prices belong to the past. Ig the home 
counties, modern houses with four to six bedrooms which at 
the beginning of the year cost £4,750 to £9,000 can be bought 
for £500-£1,000 less. It seems the peak in prices was 
reached at about three times the prewar level. London estate 
agents do not as yet complain that the number of transactions 
in this type of property is falling, but agents are now more 
frequently moved to persuade their selling clients to modify theif” 
expectations and property 1emains longer on agents’ books. Prices 
of houses with 6-10 bedrooms are holding rather better, partly 
because this size is one stage further removed from the possibility” 
of competition from new construction, but more often because 
it is easily adaptable for separate accommodation, at least whet 
the house is old-fashioned. Local agents handling ‘smaller 
property below £3,000 at 1947 prices declare that they have experi- 
enced an actual reduction in business and that prices have fallen 
by some 10 per cent. This type of property forms the mainstay 
of the building societies’ business. Before the war the Americal 
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that the majority of people living in a £3,000 house have an incor 
of £1,500. Furthermore, before the war a second-hand hous 
invariably fetched less than a new house, and £2,750, even a 
present building prices, is in excess of replacement cost. 2 
the current level of prices can be none too secure. 


House property in London has fluctuaied even more widely 
than in the country. According to agents’ experience, activity 
and prices are closely bound up with the stock markets. Houses 
of the non-basement or modernised period type situated within 
a radius of 2 miles from Hyde Park Corner fell during the war @ 
below half theif prewar value ; by 1946 they had risen»to twice 
or three times the 1939 level. Such a house is unlikely to fetch 
more than twice its prewar value today, and even at that level 
there is some evidence of reduced ‘sales. . 4 


Premium payments to purchase leases of flats i 
prevalent at the beginning of 1945. The type of 6 roomed flat 
which could often only be acquired by paying a premium of 
£2,500 in 1946 or 1947, cannot be easily let today even if the 
premium is reduced by £1,000. The chief problem of agent’ 
at present is to persuade outgoing tenants that the prices de 
manded for premiums are still too high. ‘The only exception @ 
this fall in prices and premiums is of old jeases not subject to rent 
restriction which have reverted to the landlord. Such leases ale | 
‘tarely renewed at rents increased by less than 75-100 per cemt 
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THE ECONOMIST, July 10, 1948 


COMPANY MEETINGS 


PINCHIN, JOHNSON AND ASSOCIATES, 
LIMITED 
AN OUTSTANDING PERIOD" 
WORLD-WIDE ACTIVITY 
RECORD TRADING 
MR C. G. HEYWOOD’S REVIEW 


The annual general meeting of Pinchin, 
Johnson and Associates, Limited, was held 
on 29th ultimo at Tigbourne Court, Witley. 
Surrey. Mr C. G. HEYwoop (the Chairman) 
presided. 

The directors’ report stated that the 
accounts were for a trading period of fifteen 
months, but dividends on all overseas and 
subsidiary companies were for twelve months, 
The net profit and total value of sales for 
the period under review both constituted a 
record in the history of the company, while 
the volume of production of the home fac- 
tories showed a substantial increase. — 

Direct exports showed a very considerable 
increase and all overseas units continued to 
operate successfully and their total sales and 
profits have reached a record mark, 

The Chairman’s statement 
follows :— J 

The period under review may be said to 
be one of eee in the 
annals of our old-establi undertaking. 

NEW CAPITAL ISSUE 

Regarding the increase of the company’s 
capital, the Treasury have agreed, with the 
Capital Issues Committee, that we may issue 
730,500 additional ordinary shares uc- 
ing some £1,500,000. I would say this 
is not entirely as we had desired. However, 
the powers-that-be have considered that we 
are not entitled, under the stress of national 
emergency, to complete, as we had planned, 
our rehabilitation. We have represented to 
the authorities that this is not satisfact 
and not just. As you know, our princi 
works in the United el ae out of 
eight—suffered grievous e from enemy 
attack from the air. I am happy to announce 
that one of our principal works has had its 
rehabilitation com: but two others, one 
eee the largest, still have much to be 


I profoundly disagree with the authorities 
in their attitude. Only by taking advantage 
of our—I am inspired to say unique— 
knowledge and experience of paint factory 
planning can we offer, as we would wish, a 
service for super-type industrial surface 
coating materials which it is our aim and 
intention to provide. ‘ 

In the past three years our experts have 
examined throughout the current 
technique and production methods before we 
finalised our rehabilitation planning. Our 
missions were undertaken because we recog- 
nised the supreme value, not of our restoring 
= cePacity and methods . a ig sr i 

» but on replanning our buildi 
and the installation of such machinery as 
_ensure the highest degree of 
mechanised control. This would naturally 
lower the cost of production and thereby 
enable us to continue paying wages at a 
level, which represents one of the four 
es previously postulated together with 
a privileges .which go beyond mere 
e. 


¢ believe in a balance between the 
Teturn to the shareholder and the reward 
to the human element, by whose co-opera- 
ae os machines and ae 

€ believe that, in operating money, 
Machines, material and men to provite an 
efficient service to our clientele, if we moti- 
vate increased effort by means of incentives, 
We are good economists. 


was as 


The price of 42s. per share represents four 
and one-fifth times the nominal value of the 
new issue. Assuming the 25 per cent. divi- 

dis maintained on the total Ordinary 
capital, the gross yield is at the rate of 5}% 
per cent., or, net, 3} per cent., while at the 
market price of the Ordinary shares ruling 
on March 31, 1948, the income yield was 


approximately 44 per cent. gross and 22 per 
cent. net. 


CURRENT VALUE OF ASSETS 


During the year a revaluation of our 
buildings, land and plant has been completed 
and it is interesting to note that such valua- 
tion 1s Over two and a-half times the figure at 
which these assets appear ir. the books. I 
would mention that depreciation is now car- 
ried on the higher valuation. 

Analysis of the balance sheet further 
shows considerable increase of capital 
absorbed (1) in overseas enterprises and (2) 
in home investments. It is interesting for you 
to note that the appreciation of home and 
overseas investments, in the period under 
review, is in excess of £1,000,000. This 
appreciation, of course, is not reflected in 
= way in our book values. 

t is also to be noted that we have now, 
in plastic enterprises, which includes our 
own manufacturing operation in the plastic 
resin field, a sum exceeding £800,000 sterling. 

Inventories are in excess of the preceding 
period by £550,000. The inventory is mainly 
reflected by commodity values, the prices of 
which, in many cases, are not controlled by 
us. Much of our material is allocated to us 
at prices determined by Government depart- 
ments. 

Although our trading figure is an all-time 
record the sales show a 4 per cent. decrease 
in gross profit, and our consumers have 
benefited thereby. 


WIDESPREAD SHAREHOLDINGS 


_ I would like also to give you very interest- 
ing aspects of our organisation, Over 35,000 
posits derive salaries, wages or dividends 
rom P.J.A. and its ramifications. Half of 
that number are operatives, and half share- 
holders. Of the shareholders it is very 
interesting to note that 50 per cent. of the 
entire shareholding is held by small share- 
holders, and that of such small shareholders, 
half are women. Large individual share- 
holders own 10 per cent. of the company’s 
capital, and institutions, banks and other 
companies 23 per cent. 

The net return to the shareholder is less 
than he obtained pre-war. modity 

rices, compared to pre-war, have advanced 
rom 200 per cent. to 800 per cent. Power, 
coal, package, transportation—all show sharp 
increases over pre-war. Basic wages for 
labour show an average increase of over 
100 per cent. 

Shareholders will be pleased to learn that 
we can hope for a return of our head- 
quarters building, 4, Carlton-gardens, in 
the very near future. 


WORLD-WIDE OPERATIONS 
P.J.A. derives its revenue from a multi- 
plicity of operations. Precisely, we have 


thirty-six companies operati in fifteen 
countries in five continents. e have, in 


all, thirty factories. We claim to be in the 
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forefront of the s y of industrial surface 
coatings. vO refer briefly to the 

ting position of some of our units. 
The. i trading company in 
the insulating field, with its important effect 
on the electrical energy supply of the nation; 
to the service offered in the field of trans- 
portation, maintenance by Docker Brothers, 
who, ‘like our Yorkshire unit, Robert 
Kearsley and Company, are famous the 
world over for road and rail transportation 
finishes. It is gratifying that the Docker 
Brothers unit in our group, to whom we 
look for progress in aircraft finishing 
material, can claim to have evolved and 
supplied the surface coatings for the record 
jet propelled *plane. The Red Hand Com- 
positions Company, a name famous in the 
marine field the world over for ships’ 
bottom coatings, continues to develop in a 
most satisfactory manner. Our American 
Red Hand subsidiary is moving its plant 
to a new location, where a model factory 
is in course of erection, to cater for the 
American trade. I would also like to make 
reference to the work of the Robt. Ingham 
Clark and Company unit, especially in the 
can coating trade. Can coatings are of 
immense value in the service of food sup- 
plies. All our other units add their quota 
to this picture of progress. 

It has been my privilege to have travelled 
considerable distances oe the past fifteen 
months. I have visited India, Australia, 
China, Canada, U.S.A., and Latin America 
and Africa, and development and expansion 
plans have been agreed to ali these points. 

Reviewing the period behind us, that 
which is covered by the accounts, I see it, 
in retrospect, as a period of great activity, 
achievement, consolidation and develop- 
ment. We ace fettered only by circumstances 
that are beyond our control. Our deter- 
mination is to press more and more for the 
easement and the abolition of much that 
clutters us up unnecessarily. We are not 
disposed to be content with second best. 

I am pleased to report that Mr Horace 
W. Clarke, noted light alloy metallurgist, has 
consented to join our Board. Together with 
our valuable interests in plastics, the resins 
of which, as I have often stated, are closely 
allied to the resins needed in the surface 
coating industry for use in paint, we now 
have a direct link with an expert in the light 
alloy field. Therefore, in these two new 
fields of plastics and light alloys we know 
that we are not at a disadvantage. 


DEVELOPMENT AHEAD 


We entertain no fears regarding a possible 
diminution in the demand for surface coat- 
ings. Neither plastics not light alloys will 
out-mode the use of surface coatings, which 
will remain the most flexible and indi- 
vidualistic means of ensuring protection and 
beautification of so much that makes up our 
design for better living for today and to- 
morrow. 

I have referred to our close connection 
with plastics. We are also very interested 
in petroleum technology, by which it is pos- 
sible to introduce more man-made and con- 
trolled ingredients which, together with 
developments of processing oils to which I 
referred last year, give interesting promise. 

I am by no means against control, and I 
am very much in favour of the stabilisation 
of raw material prices, because an economy 
that is unstable is not good business. Sur- 
face coatings are complex products, and not 
the result of one or two simple commodities 
blended together. Real cost is not merely a 
commodity ingredient cost. Real cost in- 
cludes research formulation control and other 
factors that are needed when a product is 
being offered that has great technical merit 
and outstanding performance, and we rate 
our service to industry and transport main- 
tenance as the highest priority that we can 
offer to national recovery. 

It is a matter of satisfaction that our 
indirect exports show a great increase ovet 
the previous period, and these could be fur- 
ther i if the necessary materials were 
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Colonies, stated in the House of Commons on. Wednesday that 
firm action is being taken against the terrorists, but only if the 
_ptesent unrest is quickly dispelled will rubber production and 
available supplies be adequate. 


These political difficulties have had less effect on the rubber 
market than American and Russian buying. Russia has pur- 
chased large quantities from Malaya and has also agreed to buy 
further supplies from Siam and Indonesia. Russian imports for 
the whole of 1947 amounted to 35,000 tons ; in the first quarter 
of 1948 they rose to 13,000 tons, and subsequent shipments are 
expected to be more than double that rate. American purchases 
for stockpiling have not been on such a large scale. The reported 
intention of the American Government is to accumulate 700,000 
tons of natural rubber, and stocks at the moment are believed to 
be less than half that figure. Moreover, natural rubber has 
assumed greater strategic importance in the United States owing 
to the shortage of petroleum which provides the raw material for 
synthetic rubber. Under present political conditions, American 
purchases are almost certaig to expand. Rubber output from the 
Indonesian estates is increasing, but it is less than a third of 
that of 1938, which was a poor year. The improvement which 
has taken place in recent months promises a fairly rapid increase 
in production, but not to the extent that surplus supplies are 
likely to arise during the current year. 


* * * 


Settling Anglo-Italian Debts 


Agreement has now been reached between the representative 
of the Italian Treasury in London and the Council of Foreign 
Bondholders on the terms and conditions for the settlement of 
part of the outstanding sterling Italian bonded indebtedness. So 
far holders of two issues are to receive payments. Holders of 
Italian Credit Consortium 7 per cent bonds are to receive a 
capital repayment in full and arrears of interest up to March 1, 
1947. Interest on the Royal Sardinian Railway 3 per cent bonds 
is to be paid up to September 15, 1947, from which date the 
Italian Treasury will resume interest payments in full while 
reserving the right to redeem the bonds at par. The payments 
will be made in lire transferable at the rate of exchange on the 
day of maturity, with the exception that in the case of Italian 
nationals the payment of interest will be effected in lire in Italy. 











“We're a family 

(| business, of course, 
Ri) but we had to 
look about for new blood” 


ic BUSINESS has been a one- 
family concern since it started. 
I can’t remember that any of our 
key-positions has ever been filled 
by someone outside the family 
or friends. 

** On. balance. this..method_ has 
served pretty well. But we hadn't 
foreseen what we'd come up against 
these last two years. Almost at 
once we needed to double output 
with nothing Hike the requisite new 
plant in sight. That meant revising 
schedules, reorganizing, speeding the 
works up gencrally. And it meant 
a good new man to do it. 

“1 didn’t think of the Appoint- 
ments Office at first, and then when 
I'd come near believing the right 
man didn't exist, I remembered 
them. In a matter of days they 
found us a first-rate man, already 

' handling a similar job up North. 
You see, the 14 Regional Offices 
are linked by teleprinter. And, 


incidentally, we interviewed only half 
a dozen applicants — the preliminary 
sifting had ali been done for us!” 

Hundreds of employers have 
commended the service given by 
the 14 Regional Appointments 
Offices, whether the need is for men 
and women already experienced and 
who are sometimes holding respon- 
sible posts, or for promising younger 
candidates to train, 

Since VE-day, the Appointments 
Department has successfully filled 
over 68,000 responsible posts. If 
you have a staffing problem, your 
Regional Appointments Office is 
ready to ‘help. 

For highly qualified technical 
and scientific personnel—engineers, 
Scientists, architects, etc.—appoint- 
ments are dealt with centrally, in 
London, by the specialist staff of the 
Technical and Scientific Register, 
York Howse, Kingsway, W.C.2. 
Temple Bar 8020. 


14 linked. Appointments Offices cover the Nation’s potential 


manpower 


TC tls 
Janued by the Ministry of Labour and National Service, Appointments Dept., 1-6 Tavistock 8¢., London, W.0.1 
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Further discussions are being held on the terms of. settlement 


the Maremmana 5 per cent Railway Loan, 1862, as well =e 


the Italian Government’s share of the guarantee for the Aus 

Government Guaranteed Conversion Loan, 1934-39. No indica, 
tion has yet been given of any change in attitude of the Italian 
Government following the protest lodged earlier by the British 
authorities on the Italian refusal to fulfil its share of the 
guarantee on the Austrian loan, on the grounds that Austria 

not proved its incapacity to service the loan. “ft 


Persons with debts due to them from Italy arising from cone 
tracts Or agreements entered into before the outbreak of war 
(June 11, 1940) may also shortly expect to rece.ve payment. The 
arrangements for settkement contemplated in the inter-Governs 
mental Financial Agreements of April, 1947, have now been cone 
cluded, and payment to creditors in the United Kingdom of olf» 
claims against, and debts due from, Italy has now begun. It ig: 
being made through the Midland Bank, Limited (Overseag” 
Branch), which will communicate with the creditor when his deb 
is about to be paid. The payments now being made, however 
relate only to cases in which the debtor has made a corresponding” 
deposit of lire in Italy. Any creditor, therefore, who has not been? 
informed that his debtor made such a deposit before or during 
the war should draw the debtor’s attention to the need for nakiale 
the payment in lire. In any case, it is desirable that creditors” 
should get into touch with their debtors to agree the amount i 
other particulars of the debts involved. The inter~-Governmentah 
Agreement does not provide machinery for settlement of any digs 
putes between debtor and creditor ; these will have to be settled 
through the normal processes of the Italian Courts. f 


i 
* 


* x * 


Falling Property Values 


In the last three months, there has been a noticeable fall” 
in the cost of living accommodation in or around London. Price 
movements of house property and flats are never uniform and it” 
is dangerous to generalise about the various types of living” 
accommodation. Some particular illustrations, however, do sug 
gest that the highest prices belong to the past. Ip the home 
counties, modern houses with four to six bedrooms which at 
the beginning of the year cost £4,750 to £9,000 can be bought 
for £500-£1,000 less. It seems the peak in prices way 
reached at about three times the prewar level. London. estaté 
agents do not.as yet complain that the number of transactions” 
in this type of property is falling, but agents are now more 
frequently moved to persuade their selling clients to modify thei” 
expectations and property 1emains longer on agents’ books. Prices 
of houses with 6-10 bedrooms are holding rather better, partly 
because this size is one stage further removed from the possibility 
of competition from new construction, but more often becaus¢ 
it is easily adaptable for separate accommodation, at least whet 
the house is old-fashioned. Local agents handling ‘smaller 
propetty below £3,000 at 1947 prices declare that they have experi- 
enced an actual reduction in business and that prices have fallen 
by some 10 per cent. This type of property forms the mainstay 
of the building societies’ business. Before the war the Americafl 
concept that a man lived in a house worth 2 years of his income 
was applicable for this country too. It seems hardly conceivable 
that the majority of people living in a £3,000 house have an income 
of £1,500. Furthermore, before the war a second-hand houst 
invariably fetched less than a new house, and £2,750, even af 
present building prices, is in excess of replacement cost... Thus 
the current level of prices can be none too secure. 


House property in London has fluctuaied even more widely 
than in the country. According to agents’ experience, activity 
and prices are closely bound up with the stock markets. Houses 
of the non-basement or modernised period type situated within 
a radius of 2 miles from Hyde Park Corner fell during the war 1 
below half theit prewar value ; by 1946 they had risen»to twice 
or three times the 1939 level. Such a house is unlikely to fetcl 
more than twice its prewar value today, and even at that level 
there is some evidence of reduced ‘sales. ‘ 4 


Premium payments to purchase leases of flats : 
prevalent at the beginning of 1945. The type of 6 roomed flat” 
which could often only be acquired by paying a premium of 
£2,500 im 1946 or 1947, cannot be easily let today even if the 
premium is reduced by £1,000. The chief problem of agent’ 
at present is to persuade outgoing tenants that the prices de 
manded for premiums are still too high. ‘The only exception @ 
this fall in. prices, and premiums is of old Jeases not subject to rent 
restriction which have reverted to the landlord. Such leases at 
rarely renewed at rents increased by less than 75-100 per cent 
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THE ECONOMIST, July 10, 1948 


COMPANY MEETINGS 





PINCHIN, JOHNSON AND ASSOCIATES, 
LIMITED 
AN OUTSTANDING PERIOD " 
WORLD-WIDE ACTIVITY 
RECORD TRADING 
MR C. G. HEYWOOD’S REVIEW 


The annual general meeting of Pinchin, 
Johnson and Associates, Limited, was held 
on 29th ultimo at Tigbourne Court, Witley. 
Surrey. Mr C. G. HEywoop (the Chairman} 
presided. — 

The directors’ report stated that the 
accounts were for a trading period of fifteen 
months, but dividends on all overseas and 
subsidiary companies were for twelve months, 
The net profit and total value of sales for 
the period under review both constituted a 
record in the history of the company, while 
the volume of production of the home fac~- 
tories showed a substantial increase. — 

Direct exports showed a very considerable 
increase and all overseas units continued to 
operate successfully and their total sales and 
profits have reached a record mark, 

The Chairman’s statement 
follows :— 7 

The period under review may be said to 
be one of remarkable importance in the 
annals of our old-established undertaking. 


was as 


NEW CAPITAL ISSUE 

Regarding the increase of the company’s 
capital, the Treasury have agreed, with the 
Capital Issues Committee, that we may issue 
730,500 additional ordinary shares produc- 
ing some £1,500,000. I would say that this 
is not entirely as we had desired. er, 
the powers-that-be have considered that we 
are not entitled, under the stress of national 
emergency, to complete, as we had 
our rehabilitation. We have represented to 
the authorities that this is not satisfact 
and not just. As you know, our princi 
works in the United Kingdom—three out of 
eight—suffered grievous damage from enemy 
attack from the air. I am happy to announce 
that one of our principal works has had its 
rehabilitation comple but two others, one 
Sen the largest, still have much to be 


c. 

I profoundly disagree with the authorities 
in their attitude. Only by taking advantage 
of our—I am inspired to say unique— 
knowledge and experience of paint factory 
planning can we offer, as we would wish, a 
service for super-type industrial surface 
coating materials which it is our aim and 
intention to provide. ‘ 

In the past three years our experts have 
examined throughout the world current 
technique and production methods before we 

wlised our rehabilitation planning. Our 
missions were undertaken because we recog- 
nised the supreme value, not of our restoring 
our capacity and methods to a status quo 
ante, but on replanning of our building 
and the installation of such machinery as 

_ensure the highest degree of 
ised control. This would naturally 
lower the cost of production and thereby 
enable us to continue paying wages at a 
level, which represents one of the four 
es previously postulated together with 
aor privileges .which go beyond mere 
e. 


e believe in a balance between the 
Teturn to the shareholder and the reward 
© the human element, by whose co-opera- 
eee ae machines and pa 

€ believe that, in operating money, 
machines, material and men to provide an 
Mt service to our clientele, if we moti- 
vate increased effort by means of incentives, 
We are good economists. 


The price of 42s. per share represents four 
and one-fifth times the nominal value of the 
new issue. Assuming the 25 per cent. divi- 
dend is maintained on the total Ordinary 
capital, the gross yield is at the rate of 5}3 
per cent., or, net, 3} per cent., while at the 
market price of the Ordinary shares ruling 
on March 31, 1948, the income yield was 


approximately 44 per cent. gross and 2% per 
cent. net, 


' CURRENT VALUE OF ASSETS 


During the year a revaluation of our 
buildings, land and plant has been completed 
and it is interesting to note that such valua- 
tion 1s over two and a-half times the figure at 
which these assets appear ir. the books. I 
would mention that depreciation is now car- 
ried on the higher valuation, 

Analysis of the balance sheet further 
shows considerable increase of capital 
absorbed (1) in Overseas enterprises and (2) 
in home investments. It is interesting for you 
to note that the appreciation of home and 
overseas investments, in the period under 
review, is in excess of £1,000,000. This 
appreciation, of course, is not reflected in 
= way in our values, 

t is also to be noted that we have now, 
in plastic enterprises, which includes our 
own manufacturing operation in the plastic 
resin field, a sum exceeding £800,000 sterling. 

Inventories are in excess of the preceding 
period by £550,000. The inventory is mainly 
reflected by commodity values, the prices of 
which, in many cases, are not controlled by 
us. Much of our material is allocated to us 
at prices determined by Government depart- 
ments. 

Although our trading figure is an all-time 
record the sales show a 4 per cent. decrease 
in gross profit, and our consumers have 
benefited thereby. 


WIDESPREAD SHAREHOLDINGS 


_ I would like also to give you very interest- 
ing aspects of our organisation. Over 35,000 
peeeks derive salaries, wages or dividends 
trom P.J.A. and its ramifications. Half of 
that number are operatives, and half share- 
holders. Of the shareholders it is very 
interesting to note that 50 per cent. of the 
entire shareholding is held by small share- 
holders, and that of such small shareholders, 
half are women. Large individual share- 
holders own 10 per cent. of the company’s 
capital, and institutions, banks and other 
companies 23 per cent. 

The net return to the shareholder is less 
than he obtained pre-war. Commodity 
prices, compared to pre-war, have advanced 
from 200 per cent. to 800 per cent. Power, 
coal, package, transportation—all show sharp 
increases Over pre-war. Basic wages for 
labour show an average increase of over 
100 per cent. ' 

Shareholders will be pleased to learn that 
we can hope for a return of our head- 
quarters building, 4, Carlton-gardens, in 
the very near future. 


WORLD-WIDE OPERATIONS 


P.J.A. derives its revenue from a multi- 
plicity of operations. Precisely, we have 
thirty-six companies operati in fifteen 
countries in five continents. e have, in 
all, thirty factories. We claim to be in the 
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coatings, vo refer. briefly to the 
dominating position of some of our units. 
The. Pinchin, trading company in 
the insulating field, with its important effect 
on the electrical energy supply of the nation; 
to the service offered in the field of trans- 
portation, maintenance by Docker Brothers, 
who, ‘like our Yorkshire unit, Robert 
Kearsley and Company, are famous the 
world over for road and rail transportation 
finishes. It is gratifying that the Docker 
Brothers unit in our group, to whom we 
look for progress in aircraft finishing 
material, can claim to have evolved and 
supplied the surface coatings for the record 
jet propelled *plane. The Red Hand Com- 
positions Company, a name famous in the 
marine field the world over for ships’ 
bottom coatings, continues to develop in a 
most satisfactory manner. American 
Red Hand subsidiary is moving its plant 
to a new location, where a model factory 
is in course of erection, to cater for the 
American trade. I would also like to make 
reference to the work of the Robt. Ingham 
Clark and Company unit, especially in the 
can coating trade. Can coatings are of 
immense value in the service of food sup- 
plies. All our other units add their quota 
to this picture of progress. 

It has been my privilege to have travelled 
considerable distances during the past fifteen 
months. I have visited India, Australia, 
China, Canada, U.S.A., and Latin America 
and Africa, and develo t and expansion 
plans have been a to ali these points. 

Reviewing the period behind us, that 
which is covered by the accounts, I see it, 
in retrospect, as a period of great activity, 
achievement, consolidation and develop- 
ment. We axe fettered only by circumstances 
that are beyond our control. Our deter- 
mination is to press more and more for the 
easement and the abolition of much that 
clutters us up unnecessarily. We are not 
disposed to be content with second best. 

I am pleased to report that Mr Horace 
W. Clarke, noted light alloy metallurgist, has 
consented to join our Board. Together with 
our valuable interests in plastics, the resins 
of which, as I have often stated, are closely 
allied to the resins needed in the surface 
coating industry for use in paint, we now 
have a direct link with an expert in the light 
alloy field. Therefore, in these two new 
fields of plastics and light alloys we know 
that we are not at a disadvantage. 


DEVELOPMENT AHEAD 


We entertain no fears regarding a possible 
diminution in the demand for surface coat- 
ings. Neither plastics not light alloys will 
out-mode the use of surface coatings, which 
will remain the most flexible and indi- 
vidualistic means of ensuring protection and 
beautification of so much that makes up our 
design for better living for today and to- 
morrow. 

I have referred to our close connection 
with plastics. We are also very interested 
in petroleum technology, by which it is pos- 
sible to introduce more man-made and con- 
trolled ingredients which, together with 
developments of processing oils to which I 
referred last year, give interesting promise. 

I am by no means against control, and I 
am very much in favour of the stabilisation 
of raw material prices, because an economy 
that is unstable is not good business. Sur- 
face coatings are complex products, and not 
the result of one or two simple commodities 
blended together. Real cost is not merely a 
commodity ingredient cost. Real cost in- 
cludes research formulation control and other 
factors that are needed when a product is 
being offered that has great technical merit 
and outstanding performance, and we rate 
our service to industry and transport main- 
tenance as the highest priority that we can 
offer to national recovery. 

It is a matter of satisfaction that our 
indirect exports show a great increase ovet 
the previous period, and these could be fur- 
ther i if the necessary materials were 
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available to us. This is a valuabie contribu- 
tion to the national economy, as many of the 
articles that are finished or treated with our 
products are exported to the hard-currency 
areas. 

FUTURE CONFIDENCE 


Regarding the future, I consider your com- 
pany has little fear that the products it 
manufactures and supplies to every branch of 
the industrial, public utility, building and 
home user will not meet with full demand 
for a considerable time to come, and it is 
interesting to note that the sales for the first 
period of our new year are in excess of those 
of last year. 


TRIBUTE TO STAFF 


In conclusion, I feel sure that shareholders 
would like to associate themselves with me 
in extending our appreciative recognition to 
all workers, staff and management, by whose 
efforts the results now shown have been 
obtained. 

The report and accounts for the 15 months’ 
period ended March 31, 1948, were adopted 
and a final dividend of 23} per cent., less 
tax, was declared on the Ordinary shares, 
making 314 per cent., less tax, for the 15 
months’ period. 

The retiring directors were re-elected and 
the auditors reappointed. 


PURNELL AND SONS, 
, LIMITED 


SATISFACTORY OUTLOOK 


The annual general meeting of Purnell 
and Sons, Limited, was held, on the 30th 
ultimo, at the Waldorf Hotel, London. 

In the course of his speech, Mr W. 
Sees chairman and managing director, 
$aid :-— 

The accounts which are being submitted 
to you have been prepared as far as practic- 
able, having regard to the provisions of the 
Companies Act, 1947, As promised a con- 
solidated balance-sheet has been prepared, 
but it has been found impossible to give 
comparative figures. Also, having regard 
to the factors that the closing of the accounts 
of the subsidiary companies on the same day 
as the parent company has resulted in trad- 
ing. periods of varying durations. and the 
accounts of the earlier periods have not been 
prepared on a uniform basis, ir was im- 
practicable to prepare a consolidated profit 
and loss account which would not be mis- 
leading. It is, however, your directors’ in- 
tention to submit with the accounts at the 
end of the current period a consolidated 
profit and loss account. 

May I remind you, when making com- 
parisons, that the period covered by the 
present accounts is for 15 months, whereas 
the previous accounts only covered 12 
months. 

PROFIT FIGURES 


The profit for fifteen months, before pro- 
viding for taxation, is £1,229,595, equal to 
an annual profit of £983,676; the compar- 
able figure for 1946 being £988,005. Taxa- 
tion has absorbed £650,000, leaving a net 
balance of £579,595, equal to £463,676 for 
a year as compared with £188,005 m 1946. 

No provision for deferred repairs was 
necessary in the current period, but it will 
be observed that depreciation shows a sub- 
stantial increase, due to the factor that your 
directors have provided in the accounts 
under review for depreciation, including the 
amounts for initial allowances allowed by 


the revenue on new plant, in computing’ 


profits for taxation under the vision of 
pe F mene pom en 1945. a 
t providing £75,000 for contingencies, 
transferring £219,057 to general reserve, and 
providing for the dividends paid and recom- 
mended, there is a balance to be carried for- 
ward of £240,124. 3 
I should now like to draw your attention 
go the balance sheet. and reserves 


total £843,560, and when added to the pre- 
mium on shares, make a total of £1,197,782. 
This excludes ision for future taxation 
of £400,000. assets show an excess 
over liabilities of £175,052. 

The consolidated balance sheet confirms 
the strength of your company as shown by 
the balance sheet of the parent company. 
The current assets, when added to the post- 
war refund, total £2,429,037, and as the 
current liabilities are £1,823,454, there is 
a surplus of current assets over current 
liabilities of £605,583. 


CURRENT YEAR’S TRADING 


In regard to the current year’s trading, 
I have to report that increasing costs in regard 
to wages and other revenue expenditure have 
to be met, but I anticipate er sali 
year. 

I should like to mention here that your 
directors gave consideration to the sugges- 
tion put forward at the last annual meeting 
that the shares of the company should be 
subdivided into 1s. units, but, having regard 
to all circumstances, they decided that it 
Was not in the interests of the company to 
make this change. 

I would, once again, like to pay tribute 
to the work of my colleagues on the board, 
the staff and the workpeople, who have, 
throughout the period, given their whole- 
hearted support and co-operation, without 
which the excellent results shown by the 
accounts could not have been attained. 

The report and accounts were adopted. 


THE VITAMINS GROUP 


AF.P. LTD., BEMAX SALES LTD., 
VITAMINS LTD. 


_At the recent general meeting of Vitamins 
Limited, the chairman, Mr H. C. H. Graves, 
said the accounts now had a revealing “ new 
look,” not only in substantial compliance 
with the 1948 panies but also in the 
style of presentation, which commended 
as a model, Trading profits at £72,948 
showed a gross increase of 75 per cent. and a 
net increase of 100 per cent.—teflecting the 
heavily increased turnover of all departments. 

They had acquired £65,000 net of new 
fixed assets during the year and still showed 
a very liquid cash posjtion. Additional finance 
might be needed within the next year or two 
—especially if they found the « long term ” 
home they were seeking for their manufac- 
turing activities. 

The balance sheet showed a “ net worth” 
of about a quarter million sterling against 
issued capital of £77,800. Plamt and 
machinery, costing £110,000, had been writ- 
ten down to £24,000, freehold land and 
buildings to £45,000. 

had constituted a record—as had 
sales of Vitamealo through their Agricultural 
Division and of their Vitamin preparations 
through their Pharmaceutical Division. 

Their range of ethical medical products 
included not only all the standard pharma- 
copocial vitamin preparations, but also their 
well-known specialities, Bemax, Befortiss, 
Complevite, Fertilol, Pregnavite, which 
offered advantages which the medical profes- 
sion had long recognised, as proven by the 
increasing volume of prescriptions. 


DEVELOPMENTS IN RESEARCH 


The great be gyoenar in their eo made 
extensions premises—especially on the 
agricultural side—most urgent, but some im- 
provement had been effected by securing 
additional office accommodation, wharfage 
space and a new training headquarters, They 
had recently purchased new Research Head- 
quarters at Walton Oaks. 

Sited on the main Banstead-Dorking Road, 
only 18 miles from their Hammersmith fac- 
tories, Walton Oaks sded nearly 300 acres 
of excelient land, two farms and 17 
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G.R.A. TRUST, LIMITED 


MR F. S. GENTLE ON 1 
DISCRIMINATION 


‘The twentieth ordinary general meeting of 
this company was held on the 29th ultimo 
Scand : 


Mr Francis S. Gentle, the chairman, jg 
the course of his speech, said: The 
and loss account shows profit and s 
income of £1,010,000 for 15 months, gg 
against £2,125,000 for the preceding }} 
months. The 1946 results were quite qm 
ceptional. ‘The comparable figure of prof 
before taxation in 1938, the last prewar year, 
was £350,000 in round figures. The Trug 
then paid a dividend of 40 per cent. and’ 
all felt that we had had a pretty good 
The directors now recommend a final 
ary dividend of 50 per cent., making « total 
90 per cent. for the 15 months, which’ 
equivalent to an annual rate of 72 per cent, 






RESTRICTIONS i 
From July 1, 1948, there will be som 
amelioration of restrictions inasmuch as mi 
week racing will be permissible—but 
on the basis that all licensed tracks in 
country have been grouped in geographi 
areas and that all mid-week racing in 


pa , i same 
day and in the evening only. Therefore, 
although we can now look forward to a ae 
sumption of mid-week racing, cach track 
must operate at practically the same times 
neighbouring tracks are operating and, be 
cause of this imter-track Competition, 
the probable benefits of this relaxation in the 
restrictions are difficult to estimate. 


As from January 4, 1948, the Government 


imposed a crippling and invidious levy of 
10 per cent. on the Totalisator turnover @ 
greyhound tracks. a 
This taxation on totalisators at greyhound 
racecourses only, has resulted in. dri 
revenue to untaxed sources. sa 
This discriminatory and unjust taxation 
one of the most popular of the public spor, 
while other betting sports go free, cannot ‘be 
defended on a point of equity or revenu 
planning. hiss 
In your Board’s opinion there is only Ont 
fair and equitable solution before this pita 
meal betting legislation defeats its own end 
and that is to defer taxation of ‘totalisa 
and bookmakers on greyhound : 
until the whole problem of betting on 
off the course at horse races, pony races’ 
greyhound races can be dealt with 


x ie 


A DIFFICULT PERIOD ® 


at 

The period has been one of many dif 
culties. Vexatious restrictions, discriminatory 
taxation, the fall in spending of the 
public and rising costs have ome 
to a severe drop in gross profits, the @ 
effect of which has not been felt by the shame 
holders because such a large portion of the 
1946 profits went in excess profits wx 
Moreover, while the present accounts im 
cluded a period of nearly six weeks whe 
all greyhound racing was stopped, we must 
bear in mind the very substantial and pm 

essive fall in Totalisator revenue resul 

m the imposition of the 10 per cent. 
betting duty and the fact that this duty wa 
in operation for only the last three out of tht 
15 months which we have been reviewing 
How far this fall will be offset by the 
stricted resumption of mid-week racing at the 
beginning of next month it is quite impossible 
to say. 


I obviously cannot give you any ust 
forecast of the results for the current 
but, troubled as is the immediate outlook 


the industry, the arity of the sport 
se! prapeny® repute with our st 

ime Tacing patrons 
me quiet co 


The report was adopted. 
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ULTRAMAR ‘COMPANY; ‘LIMITED 
A REMARKABLE ACHIEVEMENT 
SIR EDWIN HERBERT ON PRODUCTION PLANS 


The twelfth ordinary 1 meeting of 
Ultramar Company, Limited, was held, on 
the 28th ultimo, in London. 

Sir Edwin Herbert, the are in the 
course of his speech, said : I do not think that 
I need make any special comment on the 
accounts. They show that during the period 
advances to subsidiary companies have risen 
by £4,888,794 to £7,830,268. Since Decem- 
ber 31, 1947, a further £1,232,364 has been 
remitted a This sum represents the 
remaining proceeds of our issue of Loan 
Stock and F.C. loans (less an adequate 
balance retained in London). These remit- 
tances have all been sent to our subsidiary 
company, Caracas Petroleum S.A. and utilised 
by that company mainly in making advances 
to S.A.P. Las Mercedes, in which it and our 
friends the Texas Company are equally in- 
terested, but partly in carrying on its own 
operations. S.A.P, Las Me , which has 
carried out the principal part of the operating 
work, has spent the monies to it in 
the development of its properties, the con- 
struction of a pipeline and deep sea anne, 
and in exploration. The monies so adv. 
omorat as you a at in. all e over 

0 million, a very e sum to spent 
fitwe the stage of commercial production is 
reached. 

During the past few weeks we have passed 
a milestone in the history of the undertakings 
in which your company is interested. On 
March 15, 1948, the first group of producing 
wells in the Mercedes field was connected to 
the storage tanks at Guasimito, close to the 
Mercedes camp, and other Boyne de have been 
connected since as the field gathering sys- 
tems have been completed. There are three 
of these tanks, each with a capacity of 130,000 
barrels. On May 5th the last joint in the 
157-mile pipeline from Guasimito to our sea 
terminal at Pamatacual was welded. 
inevitable minor defects in so long a new 
line running over rough and, in many parts, 
virgin territory appeared while the line was 
being tested with water, but on Thursday, 
June 17th, pumping oil into the line from. the 
storage tanks began. The line is now filled, 
the storage tanks at the sea terminal are fill- 
ing up, and as I speak to you the first tanker 
is en route for loading. The hope we cx- 
pressed in our prospectus of a year ago that 
we would get the Mercedes field into pro- 
duction and the pipeline into operation dur- 
ing the second quarter of 1948 has been 
fulfilled with a few days to spare. 

I think you will agree that this is a re- 
markable achievement, especially when one 
remembers the world shortage of steel and 
other materials and the consequent need to 
obtain permits and licences, which. I can 
_ aré not exclusively British 


PRODUCTION POSITION 


In our prospectus of a year ago we 
ventured the hope that by the second quarter 
of 1948 there would be enough wells to give 
an initial potential production of 25,000 
barrels a day. That hope has been more 
than fulfilled. A_ year ago we had 32 
wells in the Mercedes and Palacio 
wells with 


Process of being rapidly overcome. 
17 wells require workover, a rather high 
‘Percentage, but not a v 


when one bears in mind 


surprising one 
great rapidity 


with which drilling has been going on and 
also the fact that long production tests had 
necessarily to await the completion of the 
tank farm and pipeline. During the early 
months of this year wells were being com- 
pleted at the rate of two a week and many 
were comipleted in three weeks from spudding 
to completion. 

But when these temporary difficulties have 
been overcome it must not be supposed that 
the actual rate of production will be as high 
asthe figures of initial potential production 
I have mentioned. Not so many years ago 
they would have been. The wells would 
have been allowed to flow at their own rate. 
But since those days the art and science of 

petroleum engineering have advanced. 
eats ssioed:is-bulownr of the: peipercancched 
of conserving gas pressures and thus pro- 
longing the flowing life of the wells. The 
field will therefore be brought into pro- 
duction in a conservative manner, each well 
being started with a choke of small diameter. 
The behaviour of the gas oil ratio in each 
well will be studied with care. The pro- 
duction rate will be restricted until the 
behaviour of the gas and oil reservoirs is 
fully understood. I feel sure that that you 
will approve of this prudent policy both in 
your own interest and in the interests of the 
conservation of natural resources. These 
are too precious to waste, as they might be 
wasted if we allowed ourselves to fall into 
the temptation of producing at more than the 
optimum rate. 


FURTHER DRILLING 


It seems probable that during the next 
twelve months the main effort will be to 
expand production by further drilling in the 
Mercedes and Palacio fields, where locations 
for numerous further wells exist, and in 
extending the boundaries of those fields. 
But exploration must not be neglected and 
must certainly be pushed forward jin the 
area between the Mercedes and Palacio 
fields. and the Punzon area which can be con- 
veniently worked from our Mercedes camp. 
This area contains a number of interesting 
and promising structures shown up in the 
geophysical survey. I am happy to tell you 
that during the past week a new well, M.43, 
has proved the existence of oil-bearing sands 
in one of these structures. The well is 
approximately 15 kilometres. south-west of 
the Mercedes ‘field and 9 kilometres north- 
west of the Palacio field. This discovery 
may well lead to the development of a new 
field. In some of our outlying areas there 
is a number of wells which have produced 
oil or gas and in all of them geophysical 
surveys have revealed structures that in due 
course ought to be tested with the drill. 
On the boundaries some of our areas 


TMs sextigintet oF Wee" wekt *yeas's ‘pro- 
gramme is an important matter and js at 
present being studied in the field by the 
Mercedes Company with the aid of a mission 
from C.P.S.A. and our friends the Texas 
Not sete has been com- 


Mercedes permanent camp, constructing the 
pipeline and sea terminal, and drilling wells 





‘$1 


for eogucticny The. equity stockholders had 


up 16 that time put up all the money. As 
these a Seen sums were going into per- 
productive physical assets we felt 


justified in borrowing. 


The capital assets so created will suffice to 


deal with a much greater volume of produc-| 
tion than our present production and provide 


connected up. While the cost of new. pro- 
ducing wells and further exploration is 
bound to be expensive, it is also true that the 
major capital assets have already been 
installed and paid for and from now on, as 
production is stepped up, the capital cost 
per barrel produced will decline sharply. 


CONTRACT WITH TEXAS COMPANY 


During the year a contract was negotiated 
with the Texas Company under which the 
output of the Mercedes Company will be 
sold to them for a period of five yeats. The 


afrangements are satisfactory, the 
income will be in dollars, and we gain a 


number of advantages in that we are relieved 
of certain financial and operational burdens 
at a time when the main effort must be to 
establish and extend the fields. 
This period will give us time to study and 


Matters against the background of the present 
world oil situation. This position is one of 
a rapidly growing demand with a less rapidly 
growing supply. The rise in prices which 
has continued over the last few years and 
is still continuing is the natural consequence 
of this. When supply will catch up with 
demand it is impossible to say. In the mean- 
time our task is to sce to it that we get the 
benefit of present high prices and at the same 
time build up a strong position against the 
day wie Watiile ant Aine wale be lnene 
evenly balanced. 

The report and accounts were adopted. 


THE ANGLO-DUTCH 
PLANTATIONS OF JAVA, 
LIMITED 


PROPOSED CAPITAL ISSUE 


The thirty-eighth ordinary general meet- 
ing of this Company was held, on the 29th 
ultimo, in London, Mr W. H. Daukes, 
chairman and managing director, presiding. 

The following is an extract from his 
circulated statement for the year 1947:— 

We were faced with many problems in 
deciding the immediate policy to be pursued 
in the process of rehabilitation. The chief 
problem is whether to restore our former 
position, so far as it can be attained, in a 
minimum space of time or whether to spread 
the process over a longer period, to cut our 
coat in accordance with our cloth as we see 
what money is available. Last year I 
hazarded an opinion that _ rehabilitation 
might cost the company in the region of 
£1,000,000. I sce no reason to change my 
views in this respect ; owing, however, to the 
considerable quantity of our produce 
harvested and manufactured during the time 
of the Japanese and Indonesian occupation, 
which was found not only on the estates but 
also at various ports awaiting shipment, 
some millions of guilders were available on 
which, originally, we had not reckoned. 
With this windfall I hope that £500,000 of 
permanent se will see us through our 
immediate needs. The progress that has 
been made in the ten months since August 
last is really magnificent. 

With a company of our size and wide 
interests. it is imperative to keep a strong 
sterling position. We have, therefore, 





applied to the Capital Issues Committee for 
permission to make an immediate issue of 
£500,000. As soon as this 
granted stockholders will be i 
terms of the issue. 

The report was adopted. 
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AMALGAMATED PRESS, LIMITED 


RECORD PROFITS 
VISCOUNT CAMROSE ON THE NEWSPRINT SITUATION 


The annual eral meeting of The Amal- 
gamated Press Limited was held on the 29th 
ultimo in London, Viscount Camrose, the 
chairman, presiding. 2 

The chairman, in the course of his speech, 
said :-— 

This is the twenty-first annual report of 
the Amalgamated Press in its present form. 
Our company dates back to 1926. The busi- 
ness itself is, of course, much older. 

I have had the honour of being chairman 
since the formation of the new company, and 
I look back with considerable pride on its 
satisfactory record over this long period of 
21 years. Only once—in the first year of 
the recent war—have we not made a distri- 
bution on our Ordinary shares, and even on 
that occasion it was only a sense of caution 
and a desire to make provision for perils 
which might be in store, that made the board 
withhold the customary dividend. 

The accounts before you reveal that the 
profits for the year, including the dividends 
from our subsidiary companies and other 
investments, total £1,676,511, which is a 
record in the history of the company. F 

These profits do not come from the busi- 
ness of the Amalgamated Press alone or 
indeed from the other publishing companies 
which it controls. Our interests in paper- 
making are considerable and we also receive 
a substantial income from other investments 
of various kinds in this country and outside it. 

The interim dividend of 7 per cent. absorbed 
£46,200, and the final distribution of 15 per 
cent. takes another £99,000. Normally we 
should have been amply justified in recom- 
mending to you a reasonably substantial 
increase in the final dividend. Earnings as 
disclosed to you in the accounts are equal to 
88 per cent on the Ordinary stock, out of 
which we are proposing to pay 22 cent. 

It is the custom nowadays of critics of 
private enterprise to point to the total profits 
made by a company, and to ignore the fact 
that in all well-ordered trading concerns a 
large proportion of this money must be 
ploughed back into the working of the business 
to ensure its stability and capacity to carry 
on its affairs in an efficient manner. 
part of these profits indeed never reaches 
the shareholders directly, and the remainder 
only over a long period of years. The earnings 


PERIODICALS 
I have not thought it profitable for several 
ears past to deal in position 


publishers can necessarily increase sizes or 
circulations by that amount. That depends 
on the amount of newsprint and other paper 
procurable or owned in the way of stock. 
Beyond this possible increase there is no 
present indication that the periodicals and 
newspapers of this country can hope for any 
additional newsprint for a long time to come. 
The matter rests entirely with the Government. 
No one is unaware of the serious economic 


our limited resources in these currencies the 
purchase of food must obviously be a first 
charge. But food is not the only thing for 
which our money is utilised. There are many 
other commodities which we purchase, and 


among these other goods newsprint is given 
such a low priority. 
DANGER TO NEWSPRINT SUPPLIES 
It is a peril which exists not only for the 
moment. Canada has been our main supplier 
during the past nine years. The manufac- 
turers there have shown every disposition to 


open in our favour despite orders eagerly 
offered them from the United States and else- 
where. But this cannot obtain for ever, and 
it has been made plain to the Government 
that if they continue in their present policy 
of severely restricting and even i 

our purchase of newsprint from that country, 
future supplies under long-term contracts are 
bound to be diverted to other countries. 
True we have our home mills, but their 
production is governed by the amount of 
pulp and other raw materials which we are 
allowed to import, and, in any case, when 
these mills were working fully there was 
nevertheless a substantial amount of news- 
print imported from Canada. Closure of 
that market to this country would have a 
serious effect on the publishing industry. 

It is not a question of profit-making: which 
causes proprietors constantly to draw atten- 
tion to shortage of newsprint. Speaking 
with a wide experience I can say that a 
substantial increase in paper supplies would, 
in most cases, lead not to a greater profit 
but to a lesser one. Increased consumption 
would lead to the removal of restricted and 
uncompetitive sales, and to an all-round 
effort to supply the public with better news- 
papers and better periodicals. Once com- 
petition is reintroduced, costs are bound to 


go up. 

Those le for the publishing 
industry have a lively sense of the fact that 
they are not serving the nation in the way 
that they would like to do, and would welcome 
the opportunity to play their traditional part 
in the life of the country, whatever commercial 
risks such a policy might involve. 

Under present circumstances it is, of 
course, impossible to enter confidently on 
any predictions of the future. It would 
seem that without any abnormal happenings 
in the world, i are so static in the 
publishing field that the figures of the current 
year, of which four months have gone, are 
not likely to be very different from those 
before you today. I would like to underline 
oe have et occasions before, 

interests of your company are now 
so well spread that if we suffer spot 
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THE ZINC CORPORATION, — 
LIMITED 


SATISFACTORY TRADING RESULTS 


The thirty-seventh annual general 
of the Zinc Corporation, Limited, was 
on the 30th ultimo, in London. 
The following is an extract from the cigs 
culated statement of the chairman, Mr John 
R. Govett: p 
The final dividend which your board 
recommends, after allowing for the interim 
paid in February last, amounts to a total | 
10s. Be share, compared with a total 
7s. 6d. paid in respect of last year. = 
In recommending this increase, which jg 
a modest one in view of the very satisfacto 
results of the year’s trading, consideration hay 
been given to the fact, firstly, that the 
tions of your corporation are conducted . 
seas, its profits being derived entirely out 
side the United Kingdom, and secondly, that 
a substantial proportion of the corporations 
capital is held by Australians on the 
Dominion Register. 8 
During the year under review, we 
gratified to hear of the decision of the 
monwealth Parliament to abolish Warti 
Cre Tax. This was a graduated 
and rporation was liable to pay at ti 
rate of 78 per cent. on a substantial P 
tion of its income. 7" 
On the other hand, in the Finance ro 










Act of 1947, the United Kingdom authori 
doubled the profits tax to 25 per cent. on dis- 
tributed profits and 10 per cent. on undistfi- 
buted profits. As a result, on the profits of 
1947, our total taxes amount to approximately 
12s. 6d., in the pound as compared 

10s. 6d. in 1946. 


SALES AND PRICES 


The sales of lead to Britain during the 
year represented 55 per cent. to 60 per cent 
of overall production and about 80 per cent. 
of total exports, and the prices accepted 
therefore, while showing some increase over 
the previous year, were less than those ruling 
in other export markets. This policy, I am 
certain, has the full support of all are 
conscious of the extent and gravity of the wat 
damage suffered .by Britain. ‘h 

Under the stimulus of a domestic 
which is now far less than cost, there hat 
been a substantial increase in the Australian 
demands. The current “ceiling” price of 
£A22, at which level it has remained ut- 
changed since it was fixed on February 8 
1940, is much less than half the current cost 
of production and is row less than 20 per 
cent. of the export price. 

The average price of lead sold to export 
markets in 1947 was £71 7s. 9d. sterling, 
while the overall average price, including 
domestic sales at the ceiling price, 
£61 17s. 9d. sterling. me 

We have during the year examined several 

oa mines areas in Australia’ in associati\ 
wi ewmont Mining Corporation 
the St. Joseph Lead Company of New York. 

Our search for oil and natural gas wa 
continued energetically throughout the 
and the work of the current year 
enable us to determine what sections (if an 
of the areas justify major exploration. x 


CONCLUSION 


Whatever may be the developments in the 
world at large, I look with confidence to@ 
continuance of the present stability at Broket 
Hill, which provides an excellent illustration 
of the harmony which results from co-opera 
tion. We have the utmost confidence in tht 

of Australia. The prices of our pit 
are ruling at high levels, and so far 
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‘THE ECONOMIST, July 10, 1948 
‘THE BRITISH 
SHAREHOLDERS TRUST 
LIMITED 


SATISFACTORY RESULTS 


The twenty-sixth ordinary general meeting 
of The British Shareholders Trust Limited, 
was held in London on the 29th ultimo. 

Mr B. H. Binder, F.C.A., the chairman, 
in the course of his speech, said:— 

I am glad to be able to report a continua- 
tion of satisfactory profits ana a further 
strengthening of financial _ position. 
During the year we have underwritten new 
issues of capital which have all. proved suc- 
cessful, and have also undertaken arrange- 
ments for the reorganisation and marketing 
of shares of concerns. which hitherto did not 
have a quotation on a Stock Exchange. 

TOSS t at £117,666, shows a 
i poe ae £6,069 over the previous 
year but this small improvement has been 
more than eliminated chiefly by the amount 
it has been necessary to set aside for taxation 
with the result that the net profit is £46,194 
compared with £48,929 for 1947. As usua 
full provision has been made for all taxation, 
including the estimated liability for 1948/49. 

Out of the profits for the year your direc- 
tors have allocated £3,000 to the staff pension 
fund and transferred £10,000 to general 
reserve, leaving a sum of £33,194 on the 
year’s working to be dealt with. The interim 
dividend of 3 per cent., less income tax, a 
last December, absorbs £8,880, and the final 
dividend of 44 per cent. and bonus of 2} 
per cent., both less income tax, now pro- 
posed, require £20,721, and it is recom- 
mended that the balance of £3,593 be added 
to the amount carried forward at the credit 
of the profit and loss account which will then 
stand at £85,363. 


APPRECIATION OF INVESTMENTS 


The appreciation in value of our quoted 
investments on March 3lst last over their 
cost was £209,842, being an advance of 
£38,300 over 1947, and while this improve- 
ment may be regarded as gratifying, 1 must 
again warn you that values of securities in 
these unsettled times are inevitably liable to 
considerable fluctuation. As you will have 
seen from the balance sheet, the total invested 
in unquoted securities has been reduced by 
approximately £103,000 during the year. In 
a business such as ours, holdings in unquoted 
securities are bound to vary from timie to 
time but as far as possible we try to keep 
our position liquid. 

The accounts of our subsidiary company, 
The Record Electrical Company, Limited, 
have been received for ihe year to March 31, 
1947, and the results were not as satisfactory 
as those for the previous year—a small net 
profit being shown bur only after taking 
account of a recovery of E.P.T. No dividend 
has been received from our holding of shares 
im that company during the year under 
review. In July, 1947, the board of The 
Record Electrical Company, Limited, ap- 
pointed a new managing director and under 
ae Piitence progress is being made on the 

to recovery. The accounts for the year 
to March 31, 1948, have not yet been com- 
pleted but, so far as can be ascertained, they 
should show some improvement over the 
Previous year. 
_ At the present time, while there is every 
indication that there are large sums available 
for investment, there are growing signs that 
he spending power of the public is not run- 
ming at the high level which obtained until 
@ few months ago, ‘This factor must be 
borne in mind in considering the type of 
securities which we sponsor and also in which 
our funds are invested, 
y of you may be in touch with owners 
of substantial private u ings. The 
which the new levy on. investment 
meome raise for owners of private businesses 





. 


are such that some of them may contemplate 
the desirability of converting their under- 
takings into public companies. In any cases 
of this nature which are of sufficient size to 
be marketable, we should be very pleased to 
give assistance’ in formulating proposals for 
a conservative scheme of capitalisation and in 
placing some of the capital. 

_ Nowadays when politics, both national and 
international, introduce so many uncertain 
factors which influence the lives and actions 
of all. of us, it would perhaps be unwise to 
attempt to look too far ahead. In view of this 
I will content myself with saying that if ‘the 
uncertainties with which we are now sur- 
rounded are cleared away we hope to be able 
to report satisfactory results to you at our 
next annual meeting. 


The report was adopted. 


THE ORION INSURANCE 
COMPANY, LIMITED 


INCREASE OF CAPITAL—EXTENDED 
ACTIVITIES 


SIR STRATI RALLI'S REVIEW 


The eighteenth ordinary general meeting 
of the Orion Insurance Company, Limited, 
was held on June 30, 1948, at 70/72, King 
William Street, London, E.C.4. 

The following is an extract from a state- 
ment by the chairman, Sir Strati Ralli, Br., 
M.C., on the report and accounts for the year 
ended December 31, 1947. 


FUTURE DEVELOPMENT 


Your directors are of the opinion that the 
best interests of the company lie in its gradual 
development along “ composite office ” lines 
as an organisation capable of handling all 
classes of marine, fire and accident business, 
both at home and overseas, and the course 
of the company has for some time been set 
in that direction. 

It was considered desirable, however, that 
such development should be accompanied by 
a further strengthening of the company’s 
general financial position, and it was with this 
in mind that, following the extraordinary 
general meeting on March 16, 1948, when 
the authorised capital of the company was 
increased from £251,500 (the whole of which 
was fully paid) to £500,000, the board decided 
to issue 98,500 new ordinary shares of {1 
each, at a price of 50/- per share, of which, 
as you are aware, 48,500 shares were offered 
to shareholders in proportion to their existing 
shareholdings. 


PURPOSE OF ISSUE 


’ The primary purpose of this issue was to 
augment the paid-up capital and reserve 
position of the company by the sum of 
£246,250, which, it is considered, will serve 
as an adequate support for the further ex- 
pansion of the business at present con- 
templated. Linked with the above con- 
siderations, the directors also wished to 
strengthen the existing association between 
the pany and its chief underwriting agents, 
Alexr. Howden & Company, Limited, who 
have already contributed so largely to the 
company’s development and will, I am sure, 
prove of equal assistance to us in the fulfilment 
of our future plans. 

The board accordingly came to an arrange- 
ment with certain directors of Alexr. Howden 
& Company, Limited, whereby, in considera- 
tion of the offer to them of the remaining 
50,000 new ordinary shares in issue; at the 
same price and on the same terms and 
conditions as the shares offered to ee 
shareholders, the company acqui an 
interest in the business of Alexr. Riawden & 
Company, Limited. The control and ad- 
ministration, however, of that company 


remains unchanged. 
The issued and paid-up capital of the 
“ Orion ” is now £350,000. 
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AUSTRALIA 

We have for some time been anxious to 
secure for the company a share in the growing 
volume of insurance business in Australia, 
and arrangements have now been concluded 
for “ British Underwriters (Insurance) Pro- 
prietary, Limited,” of Sydney and Melbourne, 
to act as underwriting agents of the company 
throughout New South Wales and Victoria 
for marine, fire and accident business. 


DRAKE INSURANCE COMPANY 

Another interesting development is the 
arrangement concluded with the Drake 
Insurance Company, Limited, whereby we 
have agreed to act as sole marine underwriting 
agents of that company, a function we con- 
sider we can conveniently perform, to the 
advantage of both concerns, in conjunction 
with our own marine activities. 


MARINE DEPARTMENT 


The net premiums in 1947 were £588,290 
against {432,654 in the previous year. 

Total claims paid amount to 79 per cent. of 
net premiums, against 56 per cent. for 1946. 
These percentages, however, are not strictly 
comparable, the 1947 ratio being inflated by 
reason of the fact that the cost of reinsuring 
the outstanding liability and ultimate “ run- 
off ” of the 1940 to 1945 underwriting accounts 
has been charged against premiums. 

Our 1945 underwriting account closed with 
a satisfactory profit, of which £35,000 has 
been transferred to profit and loss account. 
The marine fund now stands at £686,049 
(117 per cent.), and having regard to the fact 
that no reserves are now required in respect 
of outstanding liability on the 1940 to 1945 
underwriting accounts, this position is re- 
garded as satisfactory. 


NON-MARINE DEPARTMENT 


The aggregate premium income from all 
classes of business in the Non-Marine depart- 
ment amounted to £286,577 compared with 
£242,761 for 1946. 

The losses arising out of the Texas City 
disaster in the early months of 1947 were 
severe, and claims incurred work out at 79 per 
cent. as compared with 70 per cent. in 1946. 
However, despite the heavier settlements and 
the necessity, owing to the increase in premium 
income, of providing an additional £21,908 
in the 50 per cent. unexpired risks reserve, 
the account has produced a small profit of 
£35119. 

The contingencies reserve of £5,000, 
originally set up in 1943, is no longer required 
and has, therefore, been included in the total 
of £8,119 transferred to profit and loss account. 


DISTRIBUTABLE PROFIT AND 
BALANCE SHEET 

To the balance of £32,992 brought forward 
from 1946 has been added net investment 
income of £20,760 and the transfers from 
underwriting accounts of £43,119. After 
charging directors’ fees of £2,000 and other 
expenses of £5,493, and after transferring a 
further sum of £2,000 to staff contingency 
fund, there remains a balance of £87,378 
available for distribution. 

Your directors again recommend the pay- 
ment of a dividend of 10 per cent., less income 
tax, for the year 1947. After making a net 
provision for the dividend of £19,250 there 
remains a balance of £68,128 to be carried 
forward to the next account. 

The total of invested funds is shown in the 
balance sheet at {1,040,861 and, of this figure, 
approximately 87 per cent, consists of British 
Government securities, a large proportion of 


increased from £81,872 to £255,642. The 
total assets of the company stand at {1,779,380 
compared with £1,621,204 last year. 

In closing, I would again tender our thanks 
to the company’s friends in the London 
market and to our agents, at home and abroad, 
for their valued support and their efforts on 


behalf of the company throughout the past 
year. 


The report and accounts were adopted. 
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PHILIP HILL INVESTMENT 
TRUST, LIMITED 


DIVIDEND AGAIN 25 PER CENT. 


The sixteenth ordinary general meeting of 
this Company was held on the 29th a 
in London. Sir Brian Mountain, Bart., 
chairman, who presided, after paying Chase 
to the late chairman, Sir Edward M. 
Mountain, Bart., said :— 

Gentlemen,—You will have read in the 
directors’ report that income received by the 
Investment Trust from investments, less 

office and management expenses, amounted 
to £201,940 and interest received on advances 
to subsidiary company £34,623—a total of 
£236, 563, which compares with a total of 

223, 569 for the previous year. 

With regard to the activities of our wholly- 
owned subsidiary, Philip Hill and Partners, 
Limited, the Chairman pointed out last year 
that the period then under review was an 
exceptional one as, owing to the practical 
cessation of industrial issues during the war 
years, there were accumulated arrears of this 
class of business to be then dealt with, But, 
despite the fact that for several months 
during the past year market conditions were 
unfavourable for any new issue business, the 
results achieved by Philip Hill and Partners, 
Limited, for that period must be considered 
satisfactory. 

DIVIDEND POLICY 


As the amount of undistributed profits in 
the Investment Trust in the form of carry- 
forward has already reached the substantial 
amount of £634,987, your directors, as 
explained in their report, have deemed it 
prudent this year to depart from their pre- 
vious custom of transferring practically all 
the profits from the wholly-owned sub- 
sidiaries to-the Investment Trust in the form 
of dividends and instead to build up addi- 
tional reserves in these companies. As a 
result, they have only paid in dividends to 
the parent company the sum of £104,000, 
which is sufficient (together with income 
from its investments and interest from 
advances) to pay the dividend on its prefer- 
ence shares and maintain the 25 per cent. 
dividend on its ordinary shares, leaving £338 
to be added to the carry-forward, bringing 
the total of undistributed profits up to 
£635,325. 

The balance of the undistributed profits 
of the subsidiary companies for the year has 
been left in the accounts of those companies, 
thus increasing, after taxation, the amount 
of their undistributed profits by £70,588, 
bringing this figure up to £136,317. 

The sum of £91,298, being surplus on 
realisation of investments by your company 
during the year, has been added to capital 
reserves, bringing the total up to £2,269,825. 
In addition, the total market value of the 
quoted investments held by your company 
and its subsidiaries at March 31, 1948, as 
shown by the consolidated balance-sheet was 
£1,201,447 in excess of their bock value of 
£4,601,882. Unquoted securities held by 
the Trust and its subsidiaries stand in the 
consolidated balance-sheet at £1,327,318, 
which in the opinion of your directors is a 
conservative valuation. 


THE SOUTH AFRICAN COMPANY 


With a view to increasing the spread of 
. Somone $ investments, and also of 
scope of the activities of 
Php H a Partners, Limited, Philip Hill 
African tothe Limited, which will 
core a an eueprae trust in an 
rica in. w your company a 
substantial interest, has been oeeeee ed 
during the year. Philip Hill African Invest- 
ments, Limited, holds the. entire capital of 
Philip Hill. Securities Corporation, Limited, 
which has also recently been registered in 
South Africa to function as a finance and 
issuing house. 
The report was adopted. 


RICHARD THOMAS AND 
BALDWINS, LIMITED 


SATISFACTORY RESULTS 


The annual general meeting of Richard 
Thomas & Baldwins, Limited, will be held 
in London on the 28th instant. 


The following is an extract from the state- 
ment by the chairman, Mr E. H. Lever: — 


The year has again been a difficult one; 
shortages of raw material and labour have 
affected production. We have made our full 
contribution to the outstanding production 
figures of the iron and steel industry, and I 
feel sure that you will agree that the results 
are satisfactory. 


The profit and loss accounts, both of the 
parent company and of the group, show that 
the balances of the trading accounts were 
substantially higher than the corresponding 
figures for the previous year. The profits for 
the year 1948 are not, however, entirely 
attributable to normal trading, as the group 
figures for that year include £506,000 ex- 
traneous and non-recurring profits, less losses 
and profits of £338,000 realised on stocks in 
hand as a result of price increases in the 
course of the year, whereas in the previous 
year the corresponding figures were approxi- 
mately £12,000 (loss) and £120,000 respec- 
tively. The accounts also include an extra 
working week, On the other hand, only half 
a year’s profit is included from the assets 
transferred to The Steel Company of Wales. 


Out of each 20s. of gross income we ex- 
pended on raw materials, material for main- 
tenance work and other expenses 12s. 2d., 
wages, salaries and remuneration generally 
4s. 8d., debenture and loan stock interest 2d., 
making 17s., which leaves 3s. Taxation re- 
quires Is, 6a.; debenture and loan stock re- 
demption absorbs 3d.; there is retained in 
the business 11d.; dividends absorb 4d. The 
company’s works are being maintained and 
kept up to date, and further amounts have 
been expended on modernisation of the com- 
pany’s plants. Ar Ebbw Vale the chief event 
of the year on the technical side was the 
starting up in July, 1947, of the new electro- 
lytic tinning plant. This plant, which is the 
only one of its kind in this country, is prov- 
ing highly successful and is turning out excel- 
lent quality plates. 


THE FUTURE 


The main economic problem facing the 
nation at the present time is that of achieving 
equilibrium between exports and imports by 
the time that the aid provided under the 
Marshall Plan comes to an end, and it is 
obviously desirable that this problem should 
be solved, if possible, by increasing on 
rather than by cutting down im 
solution of the export problem wih ae rae 
ever, in itself ensure for the Vosulation of 
this country an adequate of life. 
This can only come through increased pro- 
duction per head, and even increased 
duction will fail in its purpose, 
in view of the approaching end of the 
sellers’ market unless, in addition to satisfy- 
ing essential home demands, we make pro- 
ducts that other nations want at a price 
which they are prepared to pay. 

It is extraordinary that at a time when the 
British iron and steel industry is acquitting 
itself so well, it is still apparently the inten- 
tion of His Majesty’s Government to intro- 
irate dea ae sae 

stry during etime t 
Parliament. So far as our own company is 
concerned, Ba are consistently 


Ot coe abitie inte ay eee: 
but our strative 

made easier pel a and there seems no ‘sto 
justification tampering with 

the structure of the iron me steel industry 
at the present moment. 
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DUFAY-CHROMEX 
SIR HERBERT MORGAN'S SPEECH 


At the meeting ay-C 
Limited, eid in Laden the chai nae moe 
Herbert Morgan, K.B.E., said: — 

The accounts show that the company made 
a trading loss of £14,222. As we made a 
capital profit of £18,954, there has been a ne 
















increase in assets of some £4,750; subj T 
the dividend on the first preference 750, sabe 29 
Agreement having been reached on ' = 


taxation matters, we have tr 
£100,000 to general reserve accounts. 
reasons for the loss are to be found in 
fuel crisis of 1947. 

1947 saw a general upheaval in 
economic conditions, and we experienced 
disappointment of secing export . 
closed to us on account of the inability coe 
customers to secure import licences. ee: 

There exists a market ready to consume all 
available supplies of Dufaycolor material 
Production of cameras manufactured 
Coronet, Limited, and Standard Cam 
Limited, is highly satisfactory. Realising 
desirability of manufacturing finished artic 
from our own materials, we are now many 
facturing from cellulose acetate sheeting, 
tainers for the pharmaceutical and 
trades. ty am 


We have in our favour the world-wide Mie 43 
demand for photographic goods, and we are Car 
ler optimistic on the future of on 

siness, the field of which is enormous ™- 


one we hope to develop. vid 
I should like to express our appreciation 

of the services rendered by our managing 

director, Mr Demetre Daponte. We have 7 

had to face problems giving cause for grea ope 

anxiety. To tackle these successfully has re My £1! 

quired all his courage and determination, but 10 


his example is an inspiration to the staff, — ciat 
The report and accounts were adopted, - Tea: 
oomnepmens cap 


NEW BROKEN HILL... 
CONSOLIDATED, LIMITED: f°" 


to t 

MAIDEN DIVIDEND * for 

The twelfth annual general meeting of f ~ 
pi was held on the 30th ultimo, hr 
i Mr John R. Govett (the chairman) lei 
Mee Pelaisik io haar, Woks rd 
lated statement:—Last year I indicated thi i 
with a continuance of the high range of me wie 
prices then ruling, you might expect in # 
company to be in a position to pay a di takir 


dend in respect of 1947. The accounts a 
presented to you fully justify a dividend de 
ls. per share, the first which your dir : 
have recommended fot your approval. 

1947 ore production from our own leases wal 
totalled 62,367 tons, of which 47,511 tom : 


, gee 


came from the zinc lode and 14,856 tons a 
the lead lode. 3 vt 
Considerable progress has been made ¥ ’ duri 
the surface works. Surveys have been COM Gi tha: 
pleted and work commenced on the railwa conc 
power and permanent Pree air Mai a scrip 
to the shaft area, “i W 
In all respects the dcteapensais in OE bulk 
mine during the year have been well UP BBE resou 
our expectations, and the progress of busin 
programme generally satisfactory So fa 18 whict 
the mine is concerned, we have no dOUUBEEE san. 
that developments will continue to nen obsol 
confidence in its future as a‘ substantial appar 
ducer of lead and zinc over a peri exper 
ee ao again ine on bi e de direct 
ae as sand thin teh a . 
manpower ; and "delvecy of o mater ials aie 
equipment. In umstances, serVic 
attempt to look further ahead than the ctlfft ee hy 
year, in which, with a continuance of pres a 
metal prices, it is reasonable to oo [ ie 
factory results. i Ia 
The report and accounts were adopte bro 
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The nineteenth annual general meeting of 
Telephone Rentals, Limited, was held on the 
20th ultimo at the Livingstone Hall, Broad- 
way, Westminster, S.W., Mr Fred T. Jackson, 
O.B.E., Comp.1.E.E. (the chairman and joint 
managing director), presiding. 

The chairman in the course of his 
speech said: Our rental revenue for the 
year was £711,645, an increase of some 
£112,395 over the previous year, and the 
profit on trading, and miscellaneous receipts 
at £118,596 shows an increase of £51,863 over 
last year. The dividends on sundry invest- 
ments and interest receivable show a decrease 
due to our having realised certain of our British 
securities. Dividends from our subsidiary 
companies are roughly the same as in the 
previous year. 

Now, turning to the other side, you will 
observe that the operating costs and general 
and administrative expenses have increased 
in proportion to our increased revenue to an 
amount of {£422,153 as compared with 
£344,273 last year. Depreciation of the 
capital cost of revenue-producing installations 
and the usual depreciation of our fixed assets 
amounting in all to £154,882 has been pro- 
vided for. 


RESULT OF YEAR’S OPERATIONS 
re hae The net profit arising from the year’s 
or great operations is £264,381 as compared with 
has te £198,258 last year. The rate of dividend is 
ion, but 10 per cent. for the year, but you will appre- 
taff, - ciate the amount increases over last year by 
pted, » reason of the increase in the issued share 
capital. 

The year we are now reviewing has been a 
La year in which we have concentrated on con- 
TED’ s lidating the business we have, In response 

fe to the Government request to all advertisers 


; we ceased to advertise in the national press 
st for the time being, but when restrictions are 
withdrawn we s once more publicise 
Telephone Rentals. 

In connection with advertising, it is of 
interest that a very considerable volume of 
s new business has come our way quite un- 
sought, very largely through recommenda- 


tions from existing subscribers and partly as 
> of a result of our advertising in the national press 
pect in the past. I think I can claim, without 
ly ae taking undue credit for your company, that 
unts we are recognised by industrialists as the 
vidend leaders in our particular class of telecommuni- 
| ty 7 cation and time control. 
rova ics The shortage in the supply of raw materials 
rsit ak and equipment, to which I referred last year, 
jSit is not now so acute, but after careful con- 
tons i fae Sideration, not only of the material position 
_, fe % 1947, but of the possible trend of trade 
made WiB the next few years, we felt convinced 
been 00m policy of the company should be to 
ye b concentrate on the needs of existing sub- 
air me scribers, 
oa We therefore decided to concentrate the 
nts in) bulk of our available material and man power 
well uP PR resources on existing subscribers whose 
ss of OBTEE businesses have existed for many years and 
So fat. 8@M which were steadily expanding, doing at the 
no = Same time such work as is necessary to replace 
dee t equipment with recently developed 


{ie *PParatus which has been evolved on mea om 

colle experience of subscribers’ requirements. 
Comp EE wiectors are convinced that this is the wisest 
ng ae fee be we ise that the solidity of 
Me att ME cut Dusiness is based on the satisfaction of the 
gest possible number of subscribers to our 


i ime ORGANISATION DESCRIBED. 

_ © BB l think it might be of interest to give you 

dopted. | ‘broad outline of the i “which 

gt company has set up and which covers 
BB whole of the British Isles and Ireland ; 





TELEPHONE RENTALS, LIMITED 
YEAR OF CONSOLIDATION 
Mr FRED T, JACKSON ON THE OUTLOOK 


particularly as this organisation deals with 
the maintenance of installations the rental for 
which, including contracts not yet installed 
at the present date, amounts to over £ 1,000,000 
per annum. We have subscribers all over the 
country and in order to provide them with 
quick and efficient service it has been found 
necessary to extend our network of resident 
engineers, which in some cases, owing to the 
shortage of housing accommodation, has 
necessitated the purchase of houses for these 
—- to live in, 

total number of employees at the 
present time is approximately 1,500. These 
are divided up into various categories. We 
have over 800 installation and maintenance 
engineers, 60 district engineers, 30 section 
engineers, 14 area engineers, 11 branch 
engineers and 3 regional engineers. These 
all come Basa the control of a technical 
engineer an ejuipment engineer under a 
chief engineer. The chief engineer’s head- 
quarters are in London, but he is constantly 
visiting the provincial branches. 


NEED FOR FURTHER CAPITAL 


You will also appreciate that a business 
such as ours, which is supplying capital 
equipment 1 a large number of subscribers, 
necessitates considerable finance, but you 
have only to look at the accounts now before 
you to realise how — this capital has 
been employed. ith the existing penal 
taxation it is not possible to plough back into 
the business profits earned to the extent 
which your Board-of directors desires. On 
the one hand the Government urges all com- 
panies to plough back profits, but on the 
other hand takes away from them the major 
part of the profits earned, which is another 
example of the complete financial ignorance 
with which we have to contend at the present 
ume. 

It must be obvious that we shall need 
further capital to finance the rapid growth 
of your company. Your directors therefore 
propose to issue 500,000 4} per cent. Cumu- 
lative Preference shares and application is 
being made to the Capita] Issues Committee 
for the necessary permission. 

As far as the future is concerned, I have 
every confidence in the progress of your 
company. ‘The most optimistic could not 
say that the industrial barometer is anywhere 
near set “fair”? and I feel that the great 
majority of the British public does not yet 
realise the critical times through which we 
are passing ; u itil events bring that realisation 
home there is not much chance of a con- 
tinuance of steidy trade and full employment. 


RISKS WELL SPREAD 


In our business our risks are well spread, 
the bulk being with subscribers who have 
successfully weathered financial storms and 
built up reser es in past years during periods 
when our Government realised th 
tance of industrialists earning profits to be 
utilised for investment abroad and further 
development in this country. 

In the past the making of profits was en- 
couraged and as a consequence we were able 
to invest vast sums. abroad, = interest - 
which went a long way towards paying for 
imported food and raw materials. Today 
making profits is almost fed as a crime 

every imaginable diffi is placed in the 
the imdustrialist.. I am quite sure 
we have a Government which will 
i ing to individual firms 
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FORESTAL LAND, TIMBER 
AND RAILWAYS COMPANY, 
LIMITED 


DIVIDEND OF 12 PER CENT. 


The forty-second ordinary general meet- 
ing of this Company, was held on 30th 
ultimo, in London. 

Mr John B. Sullivan (the chairman and 
managing director) in the course of his 
speech, said: 

As the world’s largest producers of both 
quebracho extract and wattle extract since 
the earliest days of these industries, we have 
been greatly assisted in dealing with our 
problems by the fact these extracts are of 
such vital importance for the tanning of 
heavy leather, that they have always been in 
constant and growing demand. 

The. net profit for the year £253,273 
shows a considerable reduction, in com- 
parison with the £853,519 for the year 1946, 
but we have been unable to bring in this 
= the dividend of 12 per cent. paid by La 

orestal Argentina out of its 1947 profits. 

I now have reason to hope that the re- 
nuttances of the dividend received by us 
from La _ Forestal Argentina will be 
authorised in the not too distant future. 

We have received no dividend during the 

ear under review from The Natal Tanning 

tract Company, it having been decided 
to capitalise the ‘profits earned in South 
Africa in order to satisfy that company’s 
requirements of additional capital. 

The profit for the year of £253,373, to- 

with the amount brought in of 
£210,255 and part of the provision for taxa- 
tion made in previous years, £150,000, give 
an available total of £613,528. We now 
propose a final ordinary dividend of nine 
per_cent., totalling 12 per cent. for the year. 
_ The trading results of La Forestal Argen- 
tina for 1947 are again very satisfactory. 

The report was adopted. 


BRITISH MATCH 
CORPORATION, LIMITED 


DIFFICULT CONDITIONS 


The twenty-first ordinary general meeting 
of this Company was held on the 29th ultimo 
in London, Mr Arthur Hacking, O.B.E., the 
chairman, presiding. 

The following is an extract from the state- 
ment by the chairman for the year ended 
April 30, 1948:— 

The year under review has been a most 
difficult one, and all our manufacturing sub- 
sidiaries have been faced with steadily in- 
creasing costs, whereas there has been no 
change in the Matches (Control of Prices) 
Order which came into force on July 31, 
1940. 

Last year I did issue a warning that difficul- 
ties in regard to supplies of raw materials 
were getting worse. This has been the case 
during this year and, unfortunately, has had 
considerable effect on trading profits. . Also 
quite a number of essential raw materials 
used in the industry are subject to control. 

The basis of distribution is today 75 per 
cent. based on deliveries during the vear 
from April 1, 1939, to"March 31, 1940. This 
is an increase of approximately 8 per cent. 
on the rate of distribution at this time last 
year. The increase has been almost entirely 
in imported matches, so that your subsidiary 
manufacturing companies have not benefited. 

The return from the corporation’s invest- 
ments in Australia and New Zealand. has 
again been disappointing. Generally speak- 
ing, our eee oon have again pro- 
duced very es. 

Your board has decided to transfer £30,000 
from dividend reserve fund to profit.and loss 
account. This will enable the corporation to 
pay the same dividend and bonus as last year 
and to carry forward an increase of some 
£14,000. 

The report was adopted. 
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UNITED KINGDOM GAS 
CORPORATION 


BIG DEVELOPMENT SCHEMES 
AUTHORISED 


The thirteenth annual general meeting of 
this Corporation was held in London on the 
29th ultimo. 

Colonel W. Moncrieff Carr, O.B.E., T.D., 
the chairman, who presided said: The net 
revenue for the year amounted to £165,387, 
being £5,297 more than the net revenue for 
the previous year. eee 

The net amount available for distribution 
is £90,417, out of which we have felt justified 
in recommending a final dividend of 4 per 
cent. on the ordinary stock, making 7 per 
cent for the year, leaving to be carried for- 
ward the sum of £54,877. 

Before passing from the accounts I should 
inform you that we have had to go to outside 
sources for capital to finance your gas meter 
manufacturing subsidiary, Begwaco Meters, 
Ltd., and when this capital comes to be 
issued this company will no longer be con- 
trolled by your corporation. 


ACHIEVEMENTS 


In view of the Bill for the nationalisation 
of the gas industry now before Parliament it 
may be fitting to give an account of our 
stewardship during the thirteen years of your 
corporation’s existence. 

In that short period, the corporation— 
largest of the gas holding companies—has 
become the fourth largest gas enterprise in 
the Kingdom in gas production, second 
largest in number of consumers served. It 
controls today 76 undertakings, serving a 
total of 442,165 consumers. 

Sales of gas have increased by 110} ervi 
cent. since 1936—-mamely, from 31,243,344 
therms to 68,887,900 therms in 1947. _ 

The capital employed by the undertakings 
per million cubic feet of gas sold, notwith- 
standing very considerable. reconstruction 
and extension of plant, has been reduced 
from £815 million cubic feet sold in 
1938 to AG) per million cubic feet sold in 
1947, and the incidence of imterest and divi- 
dend charges has been reduced by more 
than 40 per cent., falling from 2.689 pence 
per therm sold in 1938 to 1.521 pence per 
therm in 1946. 

Finally, in spite of the astronomic rises in 
the costs of raw coal and all materials, and 
the increases in salaries and wages which 
have followed, the average _ which our 
consumers have had to pay for gas has risen 
from 9.3 pence per therm in 1938 to only 
11.2 pence per therm in 1947. 

The provisions in the Gas Bill for com- 
pensation are not only unfair but also ex- 
ceedingly impractical. 

Stock Exchange values, the basis of com- 
pensation which the Bill provides, are deter- 
mined by dividend yields, and for many years 
the dividends of statutory gas companies have 
been controlled by Parliament. In the vast 
majority of companies working under basic 
of sliding scale provision, none of which has 
been revised since before the war, share- 
holders have been the losers through the 
increase in the cost of wages and materials 
which has increased the ae of gas and 
commensurately diminished dividends. 


THE FUTURE 


With regard to the future, I am confident 
of one thing ; the gas industry should exercise 
an all-important influence in restoring 
economic health to this great industrial 
country of ours, if it is permitted to do so. 

The only justification the existence of 


these 
fuels at the lowest possible prices in free 
ee with electricity, oil and coal 
itsen, 

The report was adopted. 


SPURLING MOTOR BODIES, 
LIMITED 
FULL ORDER BOOKS 


The eleventh annual ordinary general 
meeting of Spurling Motor Bodies, Limited, 
was held at Hendon, N.W., on the 30th 
ultimo. 

Mr W. F. Spurling (managing director), 
who presided, in the course of his speech 
said: We have every reason to be proud of 
the way things have gone during the year, and 
of the way the staff have overcome difficulties. 
What of the future? Well, there is little I 
can add to what is already said in the last 
section of our report. I am sure that nothing 
can prevent the development of the motor 
industry, and that taking the long-term view, 
the story of Spurling Motor Bodies will be 
one of continual and steady expansion. 

The motorisation of the world has not yet 
seriously begun ; some countries are almost 
ignorant of what motor cars and trucks can 
do. Even here, where the roads seem pretty 
congested at times, motoring is only in its 
infancy. The people want cars, and what the 
people want they ultimately get. As for 
trucks, there is no system of transport so 
versatile as road transport. This growth that 
I forecast implies immense programmes of 
road construction, I am sure we shall’ see 
them. 

THE FUTURE 

All that, however, is taking a long-term 
view. Taking a shorter view, all I can say 
is that, with the next few years in mind, 
your “directors have provi for the 
* Known.” They have made their plans, and 
are ready to meet all the eventualities they 
can foresee. They are not, however, 
omniscient. They have no crystals into 
which to gaze, and they cannot predict the 
unpredictable. 

I have to mention that because, although 
it would perhaps be undesirable for me to 
indulge in a political speech, one must say 
that it is not always easy to forecast, or even 
imagine, what those who govern us will do 
next. They have their own ideas of how the 
country should be run, and of what the 
people want. Whether they are the right 
ideas or not you are as well able to judge 
as I am. What matters is that, at the 
moment, they have the power to call the 
tune, and we in management have to do the 
best we can to dance to it. 

There is, too, the International outlook. 
Reading the papers is not a cheerful occupa- 
tion these days, no matter whether our 
interests be foreign affairs or cricket. 
(Laughter.) One never knows what is going 
to happen next, and the best we can hope 
for, when dealing with the “ Unknown” is 
that whatever may happen, we may not be 
found entirely unprepared. 


STEADY DEMAND 


I cannot and will not try to prophesy with 
certainty the results for the coming year. We, 
in common with many other companies, find 
trading getting more difficult, but it is 
pleasing to note that in spite of a recession 
in the buying of consumer goods—which may 
be due to a falling-off in incomes, or to in- 
creased taxation—the demand for motor 
transport remains steady and our order books 
are full. 

It is possible that, due to the short supply 
of new vehicles, plus the dearth of petrol, 
turnover may temporarily recede. Neverthe- 
less, I am confident that your company will 
not be numbered amongst those who have to 
apologise for showing losses, and hard as the 
going may be, our target will be to achieve 
results at least as favourable as those now 


And who knows? Perhaps this time next 
year we shall 'be looking into the future with 
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HENDERSON'S TRANSVAAIL 
ESTATES, LIMITED 


DIVIDEND MAINTAINED AT 15 PER 


CENT 
The thirty-sixth ordinary general meets 
of Henderson’s Transvaal Estates, Limigs 


was held, on the 28th ultimo, in Londog” 
Sir Joseph Ball, K.B.E. (the chair 
presided, and in the course of his spe 
said: A comparison between the book yahy: 
of our investments with the prices at whe 
they were quoted on the Stock Exchange 
at March 31, 1948, again reveals a furth 
substantial appreciation ; while a valuation, 
those of our securities which are not ne 
mally quoted also shows a large increase 
values ; and generally our investments stan 
at considerably higher figures than those g! 
which they are shown in the books of te 
company. Our reserve.for depreciation: 
investments stands at £100,000, while thy 
for contingencies, equalisation of divi 
etc., has been increased from £245,0 
£280,000. Be 
The directors recommend that the di. 
dend be maintained at the rate to which} 
was raised last year, viz., 15 per cent, — 
Last year I referred to the_negotiatio 
for the transfer of the Delagoa Bay Deve 
ment Corporation, Limited's, electrical 
and installation to the Portuguese Munici 
Authorities. These negotiations were brou 
to a satisfactory conclusion. i 
The Tweefontein United ollienie, 
Limited, in which we are so largely interested, 
continues to prosper. Coal despatched fr 
the mine during the year to December 3k 
last showed a reduction of 72,176 tons 
compared with the previous year, @ 
being due entirely to a persistent shortage. 
railway trucks. Recently, however, there 
been a decided improvement in this respect; 
and, in addition, the price of coal at the pi 
mouth has now been substantially incteased 
The report was unanimously adopted. + 


FORSTER’S GLASS COMPANI, 
LIMITED R 


A SATISFACTORY RESULT — 


The twenty-ninth annual general meetin 
of Forster's Glass Company, Limited, wi 
held on the 28th ultimo in Lo OE xi 
Charles E. Ponsonby, T.D., D.L., oth. 
chairman), presiding. | ie 

The following is an extract from his Gt 
culated review: is 

The profit for the year, after pro aed 
£27,960 for depreciation as against £2272, 
but before making Vision for taxana 
amounted to £137,813 as against £68,534 
the previous year. This is a satisfactory resi 

The year saw an improvement in the suppl 
position of raw materials and while this2 
enabled us to make up some of the gn 
Jost during the electricity cuts in Febru 
1947, the present position is still far 


creased considerably, but nevertheless @ 
sales for the year have again reached rem 
levels. a 

Every effort has beev made to continue) 


Ts 


ery with new and maintaining in first 
condition the machinery we have. i. 


policy of developing and modernising OF 03, 

plant and machinery by replacing old mach® = 
1 
i 
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have received from our customers has_ ini, 
spent: Wa holida pay etc., 7s Th 
raw materials and fi 54; _ 
: clecericity = 
ectricity, gas and water, amd 
other " 5s. 4d.; 5 
1s. O4d.; and reserves, 10} 
div. on capital (i.e., amount 
shareholders after deducting income t R 
on lnagpcny iy wk ang amy ay are) 
continues to be heavy, but in view Hy 
Present economic situation of the = 
prefer not to prophesy about the future. % | 
The report was adopted. 
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SERVICE 


Founded over a century ago, The Union 
Bank of Australia, at its Branches throughout 
Australia and New Zealand, offers a com- 
prehensive Banking Service covering every 
modern requirement. 


Established This extensive organisation is placed at the 
1837 disposal of visitors desirous of transacting any 
description of banking business. 


We invite you to discuss your travel and 
banking problems with our specialised 
departments. 


UNION BANK 
ont tee QF AUSTRALIA 


and New Zealand. LIMITED 


NATIONAL BANK OF EGYPT 


Incorporated in Egypt. 
Liability of Members is Limited. 


Head Office - - - CAIRO 

i Commercial Register No. 1 Cairo. Sa 
FULLY PAID CAPITAL = 2s £3,000,000 
RESERVE FUND os 8s £3,000000 





Head Office : 
71, CORNHILL, 
LONDON, E.C.3. 





















London Office: 


6 & 7 King William Street, E.C.4. 


Branches in all the Principal Towns in EGYPT and the SUDAN 
COMMONWEALTH OF AUSTRALIA 


DEPARTMENT OF POST-WAR RECONSTRUCTION 


Applications are invited for permanent appointment to the Common- 
wealth Public Service at Canberra, in the Division of Economic Policy, 
as follows:— 

ECONOMIST, with actual salary £A966-1,056*, and SENIOR 
RESEARCH OFFICER (three positions), £A733-876.* 

The duties involve the conduct of investigations and research into 
problems of economic policy, including employment industrial and 
commercial policy ; analysis of economic trends and development, and 
supervision of research staff. a 

Applicants should be qualified to conduct research activities, to super- 
vise research staff and conduct policy discussions. They should have 
practical experience in economic and research problems and possess 
University degree with major in Economics or related social and institu- 
tional studies or equivalent training. 

(* The purchasing power of the Australian Pound is roughly equiva- 
lent to that of the £1 Sterling in England.) 

Appointees after confirmation of appointments will be eligible for 
benetits under the Commonwealth Superannuation Scheme, Applications 
giving full personal details and experience by August 19, 1948, to 
Director-General of Post-War Recorstruction, Box 10 G.P.O. Canberra, 
Australia, or to Deputy Hirh Commissioner, Australia House (Room 
115), Strand, London, from whom details of appointment available. 


CITY OF LONDON COLLEGE 
Director : L. A. TERRY, B.Com. 


The Governors invite applications from men for appointment as a 
fuli-time teacher oi Commerce, Accounting and Economics in the Day 
and Evening Departments of the College. Applicants should have a 
degree in Economics or Commerce, or an equivalent professional qualifi- 
cation, but teaching or business experience, though desirable, are not 
essential. Willingness to assist in the social activities of the College 
will be an advantage. Salary will be in accordance with the Burnham 
(Technical) Award with London Allowance. The successful applicant 
will be required to take up duties on September 1, 1948. Application 
forms may be obtained by forwarding a stamped addressed foolscap 
envelope to the Secretary, City of London College, Moorgate, E.C.2, and 


snows be returned within 14 days of the appearance of this advertise- 
ment, 


— Accountant, first class man, required for West African 
Gold Mine. Must be qualified, about 35 years of age and practical 
costing experience with mining concern or modern engineering firm 
would be an advantage. Salary £60 to £65 per month, according to 
experience, Overseas tours 15 months followed by three months leave 
on full pay. Bungalow accommodation with simple furniture provided, 
also travelling expenses and first Free medical atten- 
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Head Office: 


EDINBURGH 
esto. 


LONDON OFFICES: 37, Nicholas Lane, E.C.4; and . 
418/20, Regent Street, Piccadilly Circus, S.W.4, 
Every description of Banking Service undertaken. 
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REFUGE ASSURANCE COMPANY, LTD. | 


Chief Office: OXFORD STREET, MANCHESTER, | | 
ANNUAL INCOME EXCEEDS  £17,500,000 ; 
ASSETS EX 


CEED é 
CLAIMS PAID EXCEED €189,000,000 
(1947 Accounts) 


STAFFORDSHIRE EDUCATION COMMITTEE 


COUNTY TECHNICAL COLLEGE, STAFFORD 
segieetions are invited for the post of full-time teacher of 
MICS, COMMERCE and GENERAL COMMERCIAL subjects. Appt 
should possess a Degree in Commerce or Economics or equiva 
qualifications. Experience in Commerce, Industry or Local Gover 
will be an additional recommendation and will be taken into 
when assessing the salary, which will be in aceordance’ with the ¢ 
Burnham T ical Scales. The successful candidate will be re 
to commence duties on September 1, 1948, or as soon as poam 
thereafter. “i 

Form of application (returnable within 14 days of publication off 
ee) and further particulars may be obtained from the Uni 
sign Me 

J. H. PARKER OXSPRING, a 
ducation 























































County Education Offices, Director of E 
(Dept. F.E.), Stafford. 


UNIVERSITY COLLEGE OF HULL 


Applications are invited for the post of Lecturer in Sociology. © 
dates will be required to teach for Special Subject (5) in the 
(Economics) Degree of the University of London. Sa ef 
Lecturers £525 x £25 to £800. Membership of F.S.S.U. and Chilér 
Allowance Scheme. Duties to commence from October 1, 1948, | 
copies of applications and testimonials, together with the na 

rsons to whom reference may be made, should be submitted 
ater than August 15th to the Registrar, University College of 
from whom further particulars may be obtained. 


hs, 


(JAARTERED Electrical and Mechanical Engineer—Graduate 

University, with sound training and working knowledge of 
management, seeks more progressive post gunectniad with product 
engineering or other industrial organisation. Administrative exper 
and proved ability to organise. Age 35. Specialised knowledge | 
and medium elec:rical and mechanical engineering. Experiend, 
factory layout, manufacturing methr is, planning, work study, 


schemes, cost control, and staff organ ‘ 1s © 
Trade Unions.—Box 753. ” Isation; also negotiation a3 
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ARGE MANUFACTURING organisation engaged in the productital 
Li India rubber and plastics goods is anxious to contact firm rhat'é 
handle exclusive sales of 2ertain lines and/or dispose of slow-movil 
eee lines. Replies are requested in confidence with full d 


e< 





YOUNG STATISTICIAN, woman graduate, required for records 
of large industrial concern in Manchester area. senior n0 
give details of career ‘ane state inary Peuuired.--Eume a 
Y ouNnc MAN, anxious to progress, seeks situation where six 2 
scientific training will be useful, French, some Spanish. 
area preferred.Box 756, °° Setu. Fre 3 


YOUNG Economics Graduate 





